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AS AN ACCOUNTANT: How can I help develop sales? 


# 


The Accountant in the Modern 


Concept of Marketing 


For a company to operate successfully in the growing 
competitive conditions of today; all executives of an 
organization need to appreciate — and understand — 
marketing concepts and policies, 

Every marketing development calls for consideration 
of finance and cost. The accountant’s views are there- 
fore important. Many accountants and secretaries are 
finding their accounting knowledge alone, inadequate 
to ensure appropriate co-operation in these new develop- 
ments, without specific training in marketing and selling. 
The financial executive, with an understanding of 
selling principles, of market research and analysis, and 
of sales management can expect to advance his prospects 
immeasurably. 

To help YOU — and your staff — develop an effective 
training programme in all aspects of marketing, selling 
and advertising, is the purpose of the Department of 
Distribution of the Hemingway Robertson Institute. 
To executives and potential executives we extend a cordial 


invitation to call, write or phone our nearest office for more 
detailed information. No obligation is incurred, of course. 


~ Hemingway Robertson 


The H.R.I. Training Programme in 

all subjects of Distribution includes: 

@ PRINCIPLES OF SELLING 

@ SALES MANAGEMENT 

@ MARKET RESEARCH AND ANALYSIS 

@ SALES ORGANISATION AND 
CONTROL 

@ SALES CORRESPONDENCE 

@ MERCHANDISING MANAGEMENT 

@ BUDGETARY CONTROL 


@ ADVERTISING PRINCIPLES AND 
PRACTICE 


@ MAIL ORDER TECHNIQUES 


Also Sponsor in Australasia 
@ DALE CARNEGIE COURSE 
@ DALE CARNEGIE SALES COURSE 
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What is the Price? 


IS is the question universally and 

eternally asked by buyers of the 
goods and services on offer in the world’s 
markets. The answer is important to the 
buyer but it is of far greater importance 
to the seller. If the seller’s price is not 
to the satisfaction of the buyer he is 
usually at liberty to try other sources 
of supply, but for the seller the right 
price is of vital consequence; firstly it 
must be low enough to induce the buyer 
to buy and secondly, it must be high 
enough to return a profit to the seller. 
Arriving at this “right” selling price de- 
mands the study of many factors inclu- 
ding the critical appraisal and calcula- 
tion of the effects of all relevant data. 

The introduction of a new product 
necessitates market surveys, comparison 
of competitors’ products and their prices, 
and the anticipated demand at various 
price levels of the new product. Study of 
these points usually provides a _ unit 
selling price beyond which the new pro- 
duct cannot be sold. Raw material costs 
and production methods must be so 
organised as to enable the new pro- 
duct to be marketed at that price (or 
lower ). 

Few products remain unaffected by 
the currents of changing economic con- 
ditions which can spring from seasonal 
vagaries, fluctuations in fashions, gluts, 
political edicts, obsolescence and the im- 
position of statutory price controls. 
Most of these factors are beyond the 
control of the manufacturer; perhaps the 
one consoling thought is that usually all 
his competitors are similarly affected. 
Even so, executive action must be taken 
to offset the effects of these influences 
and such action invariably involves a 
review of the product’s price. Mana- 
gerial decisions as to the prices to be 
charged for a company’s products there- 
fore are of vital importance. They must 
be made on the best possible factual 
information available. The whole com- 
plex fabric of factors involved must be 
evaluated so that the price decided upon 
may result in the company’s profitable 
progress. 
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Realisation of the importance of 
prices decisions prompted the Queens- 
land Division of the Australian Society 
of Accountants to appoint a committee 
to undertake research into this suodject 
and the results of the committee’s study 
of one aspect of the problem—the bases 
upon which prices decisions are made 
—are contained in a Statement on Ac- 
counting Practice (No. 7) published as 
a supplement to this issue of The Aus- 
tralian Accountant. 


The Statement records that the ac- 
counting profession was an early par- 
ticipant in the consideration of methods 
to improve cost accounting techniques. 


An interesting and revealing result of 
the committee’s work is provided by the 
response to a 65-item questionnaire sent 
to a selected list of Queensland manu- 
facturers, wholesalers and retailers hav- 
ing from 50 to 5,000 employees. A 
study of the tables of replies to the 
questionnaire indicates that price re- 
views are initiated through one of the 
following four ways: as a regular routine 
forming part of the budget plan; from 
reports on competitor action; from re- 
ports on cost trends; and from reports on 
sales volume trends. 


The enquiry disclosed considerable 
diversity in costing procedures and in 
management attitudes to prices decisions. 


However, there were indications that 
efforts are being made to improve the 
techniques by which assistance is ren- 
dered to management faced with price 
decision problems. 


A study of the report makes it evident 
that the accountant has a fundamental 
place in the price study team because 
of his first-hand association with the 
cost structure of the company’s pro- 
ducts, his knowledge of finance and the 
techniques of his profession. He is in 
a favourable position to provide accurate 
and essential costing data and hence to 
render further help in the prices dis- 
cussions by suggesting alternative courses 
of action. 
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Tax and Estate Planning* 


HY should any individual plan his 

affairs in such a manner, legally, 
as to reduce income taxes and death 
duties to a minimum? That, on the face 
of it, appears a rather stupid question. 
Nevertheless, it is one which is not often 
considered, let alone answered, and the 
purpose of this paper is firstly, to answer 
the question, and, secondly, to outline 
some of the means by which the objec- 
tive may be achieved. 


In the normal course of events, a man, 
during his lifetime endeavours to pro- 
gressively accumulate a certain store of 
funds. This is achieved by his own efforts 
or the efforts of his ancestors and others, 
or by sheer good fortune. From those 
funds he provides for his necessities and 
pleasures and those of his family, their 
comfort and security, and contributes his 
share of the expenses of Government and 
other authority over the land in which 
he happens to live. At the end of his 
life, whatever surplus may remain to 
him is then passed on to his descendants 
or into such other channels as he may 
direct, after the taxing authorities have 
exacted their dues. 


It will be obvious that the amount 
which a man can pass on to his bene- 
ficiaries is directly governed by the 
amount of taxes levied upon him or his 
estate, either during his lifetime or on 
his death. It is therefore no more than 
reasonable prudence for a man to arrange 
his affairs in such a manner that the 
disposable surplus in his estate shall be 
as large an amount as possible, consistent 
with strict obedience to the law of the 
land. 


Many notable authorities have upheld 
the right of the individual to order his 





* A paper presented at a Public Account- 
ants’ Convention held by the Australian 
Society of Accountants at Shepparton, Vic- 
toria, on 7-9 April, 1961. 
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affairs in such a way as to preserve as 
much as possible of his funds intact for 
transmission to his beneficiaries. The 
classical dictum was that of Lord Tomlin 
in Westminster (Duke) v. Inland Revenue 
Commissioners (1936), when he said 
“every man is entitled if he can to order 
his affairs so that the tax attaching under 
the appropriate Acts is less than it other- 
wise would be”. 


Lord Sumner said, in /nland Revenue 
Commissioners v. Fisher's Executors 
(1926), “the subject is entitled so to 
arrange his affairs as not to attract taxes 
imposed by the Crown, so far as he can 
do so within the law”. Again, Lord 
Clyde said in the Ayrshire Pullman Motor 
Services Case “no man in this country 
is under the smallest obligation, moral 
or other, so to arrange his legal relations 
to his business or to his property as to 
enable the Inland Revenue to put the 
largest possible shovel into his stores”. 

It may safely be said, therefore, that 
there is the highest possible approbation 
for the man who, systematically and 
legally sets about putting his house in 
order. 


A man may dispose of his assets by 
two methods: 


(a) By gift or other disposition during 
his lifetime. 


(b) By testamentary disposition on his 
death. 


Consider the second method first. By 
executing a will, the testator endeavours 
to forecast the state of his affairs at the 
time of his death, and, to the best of his 
ability, to dispose of his estate to his 
intended beneficiaries, whom he has in 
contemplation at the time of making his 
will, and whom he may reasonably 
expect to survive him, with due regard 
to what he can only guess to be the 
general situation at the time of his 
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death. In other words, in addition to 
making a general survey of his affairs 
at the time, the testator must, to an 
extent, assume the role of a clairvoyant. 


By far the most usual and simplest 
form of will is one whereby a testator 
leaves the whole of his estate to his wife, 
or vice versa. In the case of small 
estates, this is perfectly satisfactory, but 
when a man’s assets become of some 
magnitude, then such a will is an expen- 
sive luxury. Death duties are payable on 
every estate, subject to certain statutory 
minima, and although most Death Duty 
Acts now contain certain relief clauses 
operative in case of quick successions, 
that is in those cases where, for instance, 
a wife dies a short period after her 
husband who has left her his estate, the 
basic fact remains that where A leaves 
his estate to B, who in turn leaves it to 
C, double death duties are payable. 


The obvious method of preventing 
such double-taxing of an estate is for 
the testator to assess the benefits which 
he desires to provide for those of his 


own generation, such as his wife, brothers 
and sisters, and to make such provision 
by means of either an annuity or a life 
interest in the assets, directing in his 
will that after the death of the bene- 


ficiary concerned, the residue of the 
estate is then to be divided among such 
other persons as he may nominate. A 
life tenancy may be created in respect 
of the whole or part of an estate, and 
would confine the life tenant to receiving 
only the income or a portion of the 
income as directed. On the other hand, 
an annuity may provide for the payment 
of a fixed annual sum, to be paid out of 
income, or, if that be insufficient, with 
recourse to capital, until the estate is 
exhausted. 


Which of these two alternatives is the 
more desirable depends entirely on the 
size of the estate, the type of assets of 
which it consists, and the circumstances 
of the beneficiaries. It is not possible in 
the time allotted to examine these alterna- 
tives in detail, but it may be said with 
some degree of certainty that in the case 
of a medium sized estate of a few 
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thousand pounds, in which it is desired 
to make provision for a wife of middle 
age, and to leave as much as possible 
intact for the residuary legatees, the 
method to be recommended should be 
an annuity. 


The trustees would carry on the estate 
under the will, and the wife would be 
sure of receiving a fixed amount each 
year, during her lifetime, or until the 
estate became exhausted. If the income 
is more than enough to cover the annuity, 
then the surplus will remain in the 
trustees’ hands for ultimate transmission 
to the residuary legatees, together with 
the corpus. On the other hand, if the 
income is insufficient to pay the annuity, 
then the trustees will gradually realise 
investments in order to meet the 
deficiency, with a resultant diminution 
in the amount to be transferred to the 
ultimate beneficiaries. 


A will of this type guards against the 
imposition of double death duties, 
protects the widow (and the residuary 
legatees) from the possibility that she 
might lose the capital of the estate 
through imprudent investment herself, or 
through her falling into the hands of un- 
scrupulous advisers, and would ensure 
that while the widow has an adequate in- 
come, the greatest possible portion of 
the estate is retained intact for trans- 
mission to the residuary legatees, irrespec- 
tive of when the life tenant may die. 


This matter has been dealt with, of 
necessity, only very briefly, and there 
are numerous modifications which should 
be considered when, in conjunction with 
a legal practitioner, an accountant 
advises one of his clients on the best 
method of ordering his affairs. It cannot 
be too strongly emphasised that no ac- 
countant should ever attempt to draw a 
will. That is a matter for the best legal 
services available, and the accountant 
should impress upon his client that the 
drafting of his will is one of the most 
important financial steps that he will ever 
take, and that the document must be 
drawn up by a completely competent 
lawyer. The role of the accountant is 
to examine his client’s affairs, both 
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financial and personal, to suggest possible 
methods of disposition, and then, with 
his client, to present a scheme to the 
lawyer as the basis for a preparation of 
the will. 


The question of disposal or partial 
disposal of an estate during lifetime may 
again be conveniently subdivided into 
two headings: 

(a) by direct gift to the beneficiary. 

(b) by indirect disposition of assets 

so that the desired beneficiary will 
ultimately receive them. 


The legislature recognised the danger 
to the revenue if an individual were to 
be permitted to dispose of his estate 
during his lifetime and so avoid the 
incidence of death duties, and with the 
object of preventing such loss, various 
gift duty acts were brought into being. 
For convenience, it is only proposed to 
discuss the Federal legislation. 


Very broadly, Federal gift duty is pay- 
able on gifts aggregating not less than 
£2,000 in any period of eighteen months, 
at the rate of 3% up to a total of 
£10,000, increasing thereafter on a slid- 
ing scale up to a maximum of 27.9%. 
For all practical purposes these rates are 
identical with Federal estate duty. If the 
donor dies within a period of three years 
after making the gift, the amount given 


must be brought into the Federal Estate 
Duty Return, and taxed, but a rebate of 
the gift duty paid is allowed in the estate 
duty assessment. Gifts made more than 
three years prior to death are excluded 
from estate duty. 


A most important point, which is often 
not realised, and therefore is not brought 
to the attention of a prospective donor, 
is that he cannot lose by making a gift, 
and, in fact, must always profit by making 
gifts and paying the gift duty. Eliminat- 
ing any question of State death duties, 
and simplifying figures, the example 
given below will illustrate the point. 


It will be observed that, in this case, 
if the testator had died within three years 
of making the gift he would have saved 
£2,448, while, if he had survived for 
more than three years, he would have 
saved £11,248. It should be borne in 
mind that these figures refer only to 
Federal estate duty, and do not take into 
consideration the saving in State probate 
duties, which would also be very sub- 
stantial. 


Example (c) substantiates the state- 
ment that a testator must profit by giving 
away part of his estate prior to death. 


The reason for this is that, although 
State probate and Federal estate duties 
are not deductible from the value of 





(a) NET VALUE OF ESTATE £100,000 
Estate Duty @ 22% on £100,000 ...... .... 


(d) IF GIFT OF £50,000 MADE MORE 
THAN 3 YEARS PRIOR TO DEATH 
Gift Duty @ 12% on £50,000 ...... 
Estate Duty @ 108% on £44,000 

ee ee as i 

Total Payable 0. oo on 


IF GIFT OF £50,000 MADE LESS 

THAN 3 YEARS PRIOR TO DEATH 

Gift Duty @ 12% on £50,000 

Estate Duty @ 208% on 
(£100,000 — 6,000 

Less Gift Duty rebated ... 0... ..... 


~ £94,000 
£19,552 
£6,000 


ee ee 19,552 
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an estate for State death duty purposes, 
and Federal estate duty itself is not 
deductible for the purpose of the Federal 
Estate Duty Return, the payment of gift 
duty prior to death decreases the value 
of the assets by the amount of the duty, 
and reduces the net value of the estate 
for both State and Federal purposes by 
that amount. In other words, the pay- 
ment of gift duty is virtually a prepay- 
ment of death duties, in such a manner 
as to make deductible from the value of 
the estate, duties which would not be 
otherwise deductible. 


For this reason, an individual who is 
in a position to divest himself of part 
of his assets, without detriment to his 
own financial situation, should be en- 
couraged to do so, as a saving in death 
duties alone, both Federal and State is 
inevitable. 


The next point to be considered is the 
question of disposition of assets prior to 
death, in some other manner than by way 
of gift. In considering this possibility, it 
is necessary to make an _ objective 


appraisal of the financial position of a 
man, and the manner in which his assets 
are invested. 


There are various ways in which a 
man’s affairs can be arranged to save 
him, not only income tax during his life- 
time, but substantial death duties on his 
death. In the present instance it is pro- 
posed to take a hypothetical case, and 
suggest the re-organisation of a man’s 
affairs. 


Assume that a professional man, say, 
a doctor, married, and with two children, 
has a professional annual income of 
£6,000 and owns £50,000 worth of 
shares in public companies, returning an 
average of 6%, or £3,000 per annum. 
His annual income is therefore £9,000. 


_ On rates ruling at present, his annual 
income tax, excluding for purposes of 
simplicity any concessional deductions, 
amounts to £4,014, leaving him a net 
eflective income of £4,986. 


The doctor forms a proprietary com- 
pany, with an authorised capital of, say, 
£100,000. This is divided into 1,000 
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“A” shares, 1,000 “B” shares, 49,000 
‘C” shares and 49,000 “D” shares. The 
“A” shares carry 500 votes per share, 
and all other shares 1 vote per share. 
At all times, therefore, control of the 
company is in the hands of the class 
“A” shareholders. 


The following shares are issued and 
fully paid up in cash: 

To the doctor 100 “A” shares 

To his wife .... 100 “B” shares 

To child A 100 “C” shares 

To child B 100 “D” shares 


The amount of £400 so subscribed 
should be sufficient to float the company. 


The company then purchases from the 
doctor, at the current market prices, the 
whole of his shares, for this example 
assumed to be a total of £50,000. The 
doctor’s offer, which is accepted by the 
company, is to sell the shares on a 
nominal deposit, the balance being pay- 
able at call, free of interest. The com- 
pany thereafter receives all the dividends 
on the shares, and, after retaining 
sufficient cash to meet running expenses 
(say 5% of the dividends) and to meet 
any income tax incurred by shareholders 
on dividends declared to them, pays the 
balance over to the doctor in reduction 
of the purchase price of the shares. 


It should be noted that the company, 
under Section 46 of the Income Tax & 
Social Services Contribution Assessment 
Act, has no liability itself for any income 
tax, as its income consists solely of public 
company dividends. It is permitted to 
retain 10% of its net income, and must 
distribute the balance to avoid tax under 
Division 7. 

This then is the position of the com- 
pany: 

Dividends for year .... .... ..... 3,000 

Less running expenses .... .. ...... 150 


2,850 
Section 


Net income ..... ..... 


Retention allowance. 
10SB(d) 10% oo en 


Sufficient distribution .. .. .. ... £2,565 


A dividend of £12824 is declared on 
“C” shares and a similar dividend on 
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“D” shares, that is, the distributable in- 
come is divided equally between the two 
children. The dividends are either paid 
over to the children and re-deposited with 
the company on loan, free of interest, or 
are credited direct to loan accounts from 
the children. 


Assuming each child has no other in- 
come, the tax commitment of each is 
£170, or a total of £340. 

This, then, is the cash position of the 
company: 

Dividends received 3,000 

Less expenses of management 150 


2,850 


Less reserved to pay children’s 
taxes 340 


£2,510 


Cash balance available 


This amount of £2,510 is paid over 
to the doctor in reduction of the purchase 
price of the shares. 


The following is a comparison of the 
position of the doctor before and after 


forming the company: 
Before After 
£ 


£ 
Net taxable income 9,008 6,000 
Less income tax thereon 4,014 2,251 
4,986 3,749 
Instalment from company 
on purchase of shares 2,510 


Effective income 4,986 


The overall tax position is as follows: 
Doctor’s tax before form- 
ing company ...... ..... 4,014 


Doctor’s tax after forming 
company ..... ..... ..... 2251 
Children’s tax 2 x £170 340 2,591 


Income tax saving 1,423 


Less running expenses of 
company 150 


£1,273 


Net annual saving 


The first result of the operation, 
therefore, is that the doctor, by forming 
the company, makes an annual net saving 
of £1,273, after allowing for ample run- 
ning expenses of his company. 
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The next result achieved, by the same 
operation, is an annual reduction in the 
value of the doctor’s estate. It will be 
seen that he has converted his holding 
of shares, valued at £50,000, into a debt 
due to him by the company of a like 
amount. This debt is being reduced 
annually, and he is using the amounts 
repaid for his normal living expenses, as 
he would previously have used his 
dividends. The company’s liability to 
him is being decreased each year, while 
a liability is being built up on loan 
accounts from the two children. The 
annual increment in each loan account is 
as follows: 

Dividend to child 1,2824 

Less tax 170 
£1,1124 


Net credit to loan account 


At the end of ten years the company’s 
balance sheet would present the follow- 
ing figures: 

Liability to doctor on purchase 

of shares 50,000 

Less instalments paid 25,100 24,900 


Loan account Child A (10 x 
11124) 11,125 


Loan account Child B (10 x 
11124) . 11,125 


General Reserve (retention allow- 
ance 10 x 285) 2,850 
£50,000 
These funds are represented by the 
company’s shareholdings, which cost a 
total of £50,000. 


The doctor has, then, at the end of 
the tenth year, divested himself of 
approximately half his capital, while the 
two children have built up correspond- 
ing loan accounts in the company’s 
books. The doctor’s debt continues to 
be reduced by the annual payments to 
him, (which may be used for his living 
expenses) and, in the example shown, 
the whole debt would be paid off im 
approximately twenty years. 

The question which may be asked is 
“Then at the end of twenty years what 


does the doctor live on?” The answer 
is “His dividends’. If the stage 3 
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reached when the doctor can draw no 
further from the company in payment 
for the shares, then the company 
commences to pay dividends on the “A” 
shares, to whatever extent may be neces- 
sary to meet the doctor’s commitments. 
Possibly, dividends may be declared on 
both “A” and “B” shares, in order to 
split the income between the doctor and 
his wife. 


It should be noted that the scheme 
proposed is one of complete flexibility. 
Dividends may be declared on any class 
of share, if necessary to the exclusion of 
the others. If the doctor, who controls 
the “A” shares, and therefore the com- 
pany, wishes to differentiate between the 
two children, or to provide an income 
for his wife, he can do so merely by 
varying the relative dividends declared 
by the company. 


If, at any time, the doctor may wish 
to provide cash for either one of the 
children, that may be done simply by 
the company repaying a portion of the 


child’s loan account, and reducing the 
repayment of the debt to the doctor. 

The doctor will have just as great a 
measure of control over the investments 
of the company, as he had when they 
were his own. If he decides to spend 
£10,000 on a trip round the world, for 
which purpose he would normally have 
sold some of his shares, all he need do 
is have the company sell the shares, and 
pass the proceeds over to him in reduc- 
tion of the debt. 

It will be obvious that, within the 
compass of this paper, it has been 
possible only to give the bare bones of 
the example quoted. Such a proposition 
is capable of wide variation to suit 
circumstances, and there are many refine- 
ments which cannot here be dealt with. 

Suffice it to say that an intelligent 
assessment and approach to the problem 
of setting a client’s affairs in order can 
produce immense savings, in both income 
tax and death duties, while in all matters 
adhering to the principle and letter of 
the law. 





Notes on Selected Tax Cases 


LIVING AWAY FROM HOME 


An allowance paid to a bank 
employee for having to live away 
from home was not regarded as a 
“living-away-from-home allowance’”’ 
for the purpose of granting a deduc- 
tion under Section 51A of the 
Income Tax Assessment Act. 


_An unmarried bank employee, who 
lived in a country town about 500 miles 
from Sydney, was appointed firstly to a 
Sydney suburban branch of the Common- 
wealth Bank, and later to an administra- 
lve section of the bank of Sydney. 


During the year ended 30 June, 1958, 
the taxpayer boarded in Sydney, return- 
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ing home on three occasions for holiday 
week-ends and for three weeks’ annual 
leave. He stated that a bed m a room 
shared with his brother was set aside in 
the family home for his use on his 
periodical visits, and that although most 
of his clothing had been taken to Sydney, 
some of his personal belongings remained 
at the family home. 

The Commonwealth Bank provides an 
allowance for bank officials under the 
age of 21 years who are required to live 
away from the home of their parents or 
relatives with whom they normally live. 
This living-away-from-home allowance 
“is intended to ensure a satisfactory liv- 
ing standard for junior officers who are 
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required to live away from home”. The 
amount of the allowance received by tax- 
payer in the year concerned was £91. 


A deduction was claimed under Section 
51A, on the grounds that the amount of 
£91 qualified as a “living-away-from- 
home allowance” as defined by that 
section. 


Section 51A provides for a deduction 
on a specific basis, when the Commis- 
sioner is satisfied that the allowance or 
benefit obtained is in the nature of 
compensation for additional expenses 
arising because the taxpayer has to live 
away from his usual place of abode in 
order to perform his duties as an 
employee. 

The Board of Review agreed with the 
Commissioner’s view that the taxpayer 
living in Sydney had not established that 
he was living away from his usual place 
of abode. He had in effect abandoned 
his parents’ residence as a “usual place 
of abode” even though he made occa- 
sional visits to the family home. 


Thus, although the bank paid taxpayer 
an allowance described as a living-away- 
from-home allowance, it was not treated 
as such for the purposes of the applica- 
tion of Section 51A. 

Reported in 9 C.T.B.R. (N.S.) Case 
9, and 10 T.B.R.D. Case K 64. 


RESIGNATION AND 
RE-EMPLOY MENT 


A lump sum received by an 
officer of the Commonwealth Public 
Service who resigned and was re- 
employed was not regarded as a 
retiring allowance for the purpose 
of Section 26 (d) of the Income Tax 
Assessment Act. 


The taxpayer, a machinist in a 
Commonwealth Government department, 
decided to resign and seek private 
employment, and in the process, to 
obtain a refund of her contributions to 
the Commonwealth Provident Fund and 
pay in lieu of furlough. 


The resignation was to be effective 
from 22 February, 1957, and arrange- 
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ments were made for her to commence 
employment as an accounting machine 
operator in a commercial enterprise op 
1 March, 1957. 


However, before her resignation be. 
came effective, taxpayer was persuaded 
to apply for re-appointment to the Com. 
monwealth Public Service, and wa 
engaged on a temporary basis for six 
months from 23 February, 1957. Later, 
in April, 1957, she was re-appointed as 
an accounting machinist. 

A refund of provident fund contribu. 
tions was made to the taxpayer, and on 
7 March, 1957, she received £270/15/- 
which was claimed to be a payment in 
lieu of furlough, assessable as to 5% 
only under the provisions of Section 
26 (d). It was agreed that this was a 
allowance, gratuity or compensation paid 
to the taxpayer in a lump sum, and for 
the taxpayer it was contended that it was 
paid in consequence of her retirement 
from an Office, thus fulfilling the require- 
ments of Section 26 (d). 


The Board of Review distinguished 
this case from a previous Board case 
(8 C.T.B.R. (N.S.) Case 3, 9 T.B.RD. 
Case J.45) where resignation from the 
Commonwealth Public Service was fol- 
lowed immediately by re-appointment as 
a temporary employee. In that case it 
was decided that the taxpayer had 
resigned from an office, and the amount 
paid was assessable to the extent provided 
by Section 26 (d). In the present case, 
the Board considered that the taxpayer's 
actions did not constitute a retirement, 
because, before the date on which her 
resignation was to become effective, she 
had “abrogated her decision to retire” 
and had resolved to continue her appoint- 
ment on a permanent basis by taking 
the steps that were necessary to achieve 
that end. 

As she had intended to retain or It 
gain her employment, the Board cor 
sidered it could not be said that, in the 


ordinary sense of the word, she 
retired from an Office. 

Further, the Board was not satisfied 
as to the circumstances in which th 
amount of £270/15/- was paid to the 
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taxpayer or the reasons for which it was 
paid. Although the taxpayer contended 
that the payment was made in lieu of 
furlough as provided by Section 73 (2) 
of the Commonwealth Public Service Act, 
as that section was the only authority 
under which such a payment could have 
been made, the Commissioner had not 
admitted that Section 73 (2) of the Act 
had been applied, and the Board, in the 
absence of sufficient evidence, was not 
satisfied that the amount received was 
in fact paid in connection with retire- 
ment from or termination of an office 
or employment. 


The Commissioner’s assessment of the 
full amount of £270/15/- was therefore 
confirmed. 


The taxpayer appealed to the High 
Court against the decision of the Board 
of Review in this case. 


Reported in 9 C.T.B.R. (N.S.) Case 4, 
and 10 T.B.R.D. Case K 46. 


FINES FOR CONTEMPT OF COURT 


Legal costs and fines paid by a 
newspaper company were held to be 
not allowable as a deduction under 
Section 51 of the Income Tax 
Assessment Act. 


The taxpayer, a newspaper company, 
published a report on a crime which had 
aroused considerable public interest. The 
report gave details of the arrest of the 
accused person, details of the crime, an 
alleged confession, and included a picture 
Ps the accused being escorted by a police 

cer. 


Following the trial, at which the 
accused was convicted of the crime, the 
newspaper company, its editor and its 
publisher were charged with contempt of 
court, on the grounds that they had 
caused to be published and printed 
matter which could prejudice the fair 
trial of the accused, or might interfere 
with the due administration of justice. 


The taxpayer, editor and publisher 
were found guilty, the company was 
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fined £200, the editor fined £25, and the 
publisher was ordered to pay the costs 
of the motion against him. 


All the fines and costs were paid by 
the newspaper company; a deduction was 
claimed, under Section 51, of £1,053, 
representing solicitors’ and counsels’ fees 
and fines paid as a result of the case. 


At the hearing before the Board of 
Review, it was stated that the taxpayer 
company consulted with its solicitor 
before deciding what information relat- 
ing to such criminal cases should be 
published, having regard to the need to 
avoid publication of material which 
could give rise to charges of contempt 
of court. 


The taxpayer company contended that 
the majority decision of the High Court 
in The Herald and Weekly Times Limited 
v. Federal Commissioner of Taxation 
(1932) 48 C.L.R. 113 supported its 
claim for a tax deduction of the fines 
and legal costs incurred. In that case 
it was held that the material which gave 
rise to an action for libel was published 
with no other object than the sale of 
the newspaper, that the inclusion of the 
alleged defamatory matter was an un- 
avoidable incident of the publication of 
the newspaper for the purpose of earning 
income. 


A distinction was drawn, however, 
between such expenditure which arises 
out of the normal operations of the news- 
paper business, and fines and costs which 
represent a penalty imposed for a breach 
of the law which has been committed in 
the course of the trading activities. 


The Board decided that the expendi- 
ture claimed as a deduction which arose 
out of a breach of the law, was separated 
from the conduct of the business, even 
though the publication of the report on 
the criminal case was done in the course 
of carrying on the taxpayer company’s 
business. The fines and costs were, 
therefore, not allowable under Section 
51. 


Reported in 9 C.T.B.R. (N.S.) Case 
5, and 10 T.B.R.D. Case K 45. 
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SUPERANNUATION FUND 
CONTRIBUTION 


A contribution to a superannua- 
tion fund made by a private com- 
pany for the benefit of an unpaid 
“director” was allowed as a deduc- 
tion under Section 66 of the Income 
Tax Assessment Act. 


All the shares in a private company 
were held by the managing director and 
his wife, who was also a_ director. 
During the income year concerned, the 
company carried on a grazing business 
in partnership with these two directors. 
Partnership profits were shared as to 
three quarters to the company and one 
eighth to each of the managing director 
and his wife. The grazing property was 
owned personally by the managing 
director, who received rent from the 
partnership. 

The managing director-partner did not 
receive any remuneration from the com- 
pany, although he did spend some time 
in the administration of the grazing 
business. 

The taxpayer company instituted a 
superannuation fund, to which it contri- 
buted £216 for the benefit of the manag- 
ing director. Of this amount, £200 was 
claimed as a deduction under Section 66 
of the Income Tax Asses:ment Act. 


The Commissioner took the view that 
the managing director was not an 
employee of the company “within the 
meaning of that term for the purposes 


of Section 66(11) of the Act.” 
sub-section states: 


“(11) For the purposes of this section 
a director of a company shall 
be deemed to be an employee 
of the company.” 


The Board of Review, not surprisingly, 
took the view that the unpaid managing 
director must, for the purpose of Section 
66, be deemed to be an employee of the 
taxpayer company. 

The Board then had to consider Sec- 
tion 66(2) which, in the words of Mr. J. 
F. McCaffrey, Member, “allows the Com- 
missioner to scale down the (Section 66) 
deduction in relation to a shareholder- 
employee in so far as he considers that 
the payment is merely in the nature of a 
disguised dividend.” 


It was considered that the full amount 
of £216 contributed by the company to 
the superannuation fund for the benefit 
of the managing director would have 
been so contributed even though he had 
not been a shareholder. As a share- 
holder, he received a dividend of 74 per 
cent., and the only reward for his not 
inconsiderable services to the company 
was the sum set aside for his benefit in 
the fund. 


The Board decided that the £216 paid 
to the fund was not excessive, and that 
the amount of £200 claimed as a deduc- 
tion under Section 66 should be allowed. 

Reported in 9 C.T.B.R. (N.S.) Case 
11, T.B.R.D. 


That 





Further Tax Changes 


HE Commonwealth Government has 


announced that encouragement to 
export industries would be granted by 
means of a rebate of payroll tax and 
specific income tax concessions for 
expenditure on promotion of overseas 
markets, and has indicated a change in 
its plans to foster investment in Govern- 
ment securities by insurance companies 
and superannuation funds. 
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Forecast 
EXPORT 


Payroll Tax 

The proposed rebate of payroll tax is 
to be related to the value of export sales 
achieved, and is intended to operate, m 
the first instance, for the three years 
from 1960-61. 

The increase in the value of exports 
which an organization achieves over the 


INDUSTRIES 
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average value of its exports in the base 
years 1958-59 and 1959-60 will deter- 
mine the extent of the rebate of payroll 
tax to be allowed, and the calculation 
of the rebate will take account of the 
proportion of this increased value of 
export sales to total income from sales. 


The example provided by the Minister 
of Trade indicates how the rebate will 
operate: 

Average value of exports for 
years 1958-59 and 1959-60 
Value of export sales for 1960-61 
Total sales, domestic and export 
Increase in value of export sales, 
expressed as a percentage of 

total sales 1% 

It is this percentage increase which will 
determine the rebate of payroll tax to 
be allowed: if the export sales value 
increases by 8% of total sales value. 
complete exemption from payroll tax 
will be granted, and proportionate relief 
from tax will be granted for percentage 
increases up to 8%. 

Thus, in the example above, a rebate 
of 124% (one-eighth) of the payroll tax 
otherwise payable would be allowed. 
The amending legislation will also 
include provisions for payroll tax re- 
missions to be obtained by firms supply- 
ing materials and components to the 
Organisation manufacturing for export. 


£100,000 
10,000 
1,000,000 


Income Tax 

Expenditure incurred on the develop- 
ment of overseas markets, such as 
travelling expenses, accommodation, and 
other expenses incurred on a trip abroad 
for that purpose, would normally be an 
allowable deduction for income tax 
purposes, provided the expenditure is not 
of a capital nature (for example, expendi- 
ture incurred in expanding the business 
structure). 


It is now proposed that an additional 
tax allowance will be granted in relation 
to expenditure which the Commissioner 
of Taxation is satisfied has been incurred 
by a company bona fide for the purposes 
of Overseas market development. Fares 
mcurred on overseas trips for this 
Purpose will qualify, but personal 
expenditures will not. 
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No details have been provided as to 
any other types of expenditure on 
developing overseas markets which may 
be subject to this special allowance and 
no indication has been given that a 
deduction will be permitted for any 
expenditure of a type now disallowed. 


It was stated that the tax benefit which 
a company now obtains will be doubled; 
presumably it is intended that a double 
deduction will be allowable for expendi- 
ture which is incurred on overseas market 
development, and which fulfils the 
requirements which the appropriaté legis- 
lation, when it is introduced, should 
make clear. 

This new tax allowance is to apply 
for a period of three years from 1 July, 
1961. 


INSURANCE COMPANIES AND 
SUPERANNUATION FUNDS 


The plan announced by the Govern- 
ment in November last foreshadowed 
legislation directed towards compelling 
insurance companies and superannuation 
funds to hold at least 30% of their total 
investments in specified types of Govern- 
ment securities if they were not to lose 
the tax concessions which those organisa- 
tions now enjoy. The Government has 
now abandoned this scheme, and ap- 
parently intends to temper the sanctions 
according to the degree of investment in 
Government securities. No details have 
as yet been given, but what has been 
said indicates that tax benefits now 
existing in relation to the income derived 
by insurance companies and superannua- 
tion funds will be increased if more 
than a specified proportion of invest- 
ments are in Government securities, and 
proportionately reduced if less than the 
specified level of investment in Govern- 
ment securities exists. 


As far as this concerns superannuation 
funds whose income is now exempt from 
income tax, only a reduction of tax 
concessions appears to be possible. The 
amending legislation will serve to compli- 
cate the administration of the Act further 
and will be awaited with interest. 





Financing Retail Operations* 
By G. M. ANDREWS, M.B.E., F.A.S.A. 


ANY and varied are the methods 
of financing available to busi- 
messes today and equally many and 
varied are the requirements of business. 
No blueprint can be produced for an 
organisation without a good deal of 
research, not only into its requirements 
but, equally important, into its past 
history, its present position and its pros- 
pects. For this reason it is essential that 
each programme be custom-built and 
not as is so common today, a plan “off 
the hook”, and must be handled by fully 
trained and skilled personnel. 


Before pursuing the matter of the pro- 
vision of finance for expansion two 
questions must be answered in the affir- 
mative. These are: 

(a) Is expansion desirable? 

(b) Will expansion be economical? 


Having decided that expansion is de- 
sirable and will be an economical pro- 
position the next question is — how 
should it be financed? 


To cover the various types of financing 
I am separating those channels specifi- 
cally available to various types of or- 
ganisations from those of a general 
nature applicable to businesses however 
constituted. 


SPECIFIC CHANNELS 


1. A Sole Trader may convert his busi- 
ness to — 
(a) A partnership by the introduction 
of a partner or partners. 
(b) A private company. 
(c) A public company. 
. A Partnership may — 
(a) Extend the partnership by the 
addition of further partners or 





*A paper presented at the Seventh Residen- 
tial Conference of Retail Executives of the 
Retail Traders’ Association of N.S.W. in July, 
1960. We wish to acknowledge with thanks 
the permission of that Association to pub- 
lish this paper. 
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by the introduction of increased 
personal capital by existing part- 
ners. 

(b) Convert the business to a private 
company. 

(c) Convert the business to a public 
company. 

A Private Company may — 

(a) Privately increase its capital 
within the terms and provisions 
of the Companies Act and its 
own Memorandum and Articles 
of Association. 


(b) Convert to a public company. 


. A Public Company may — 
(a) Increase its capital by the issue 
of shares — either or both or- 
dinary or preference shares. 


(b) Issue unsecured notes. This type 
of investment has risen to pro- 
minence in the post-war years 
and the terms of issue may vary 
considerably. The terms of issue 
may provide that on maturity 
they may be converted to shares 
in the company or they may only 
provide for repayment of the face 
value. Their duration may be for 
any period as may also be the 
rate of interest payable thereon. 
The rate of interest will usually 
vary with the duration and will 
depend upon the rights of con- 
vertibility granted to the note 
holder. In one case at least, to 
my knowledge, the issuing com- 
pany has been able, by making 
the notes fully convertible within 
a short space of time, viz. 2 
years, to make a successful issue 
of non-interest bearing notes. 


(c) Accept money on deposit from 
shareholders or the general public. 


(d) Issue registered mortgage deben- 
tures either to a lending institu- 
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tion or the general public. Since 
this type of borrowing gives the 
investor the greatest security, 
finance raised through this source 
is usually available at a lesser 
rate of interest for a similar term 
than that under (b) or (c) above. 


As will be appreciated, since 
security is involved, the issue of 
mortgage debentures will be more 
readily available as a method of 
financing to those companies with 
a substantial accumulation of 
assets. 


To those to whom it is avail- 
able it is a most convenient and 
economical form of financing and 
can give great flexibility to a 
public company. I strongly com- 
mend it for consideration. 


The growth of investment set 
out under (b), (c) and (d) as 
above is such that the New South 
Wales Government has recently 
amended the Companies Act to 
provide restrictions on companies 
and safeguards to investors en- 
tering into such _ transactions. 
Those considering the introduc- 
tion of such methods of financing 
to their businesses are advised to 
bring themselves up-to-date on 
this most important piece of legis- 
lation. 


As in most things there are advantages 
and disadvantages present in each type 
of borrowing and briefly, when compared 
with the raising of additional capital as 
set out under (a), the methods as set 
out in (b), (c) and (d) have the following 
advantages— 


(i) Interest paid is an allowable de- 
duction for the purpose of in- 
come tax and therefore the money 
is cheaper. For example, money 
raised at an interest rate of 8% 
per annum is the equivalent of 
5% after income tax or, put 
another way, to pay a dividend 
of 8% per annum (that is after 
tax) the company is virtually 
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(ii) 


(iii) 


borrowing at the rate of 12.8% 
per annum. 


Expenses of borrowing — that 
is brokerage, expenses in connec- 
tion with the preparation of 
prospectus, legal costs, etc., are 
allowable deductions for income 
tax purposes. 


The borrowing is for a fixed 
period of time and not for all 
time as is capital (Note: Under 
certain circumstances this may 
also prove to be a disadvantage.) 


The disadvantages are: 


(i) 


(ii) 


The interest must be paid at a 
fixed rate whether the company is 
trading profitably or unprofitably. 


Often the Trust Deed is to a 
degree restrictive and in times of 
difficulty could place the manage- 
ment of the company in the hands 
of the Trustees for the benefit of 
parties other than shareholders. 


Use of Share Premium. 

No current discussion on fin- 
ance and retail development would 
be complete without reference to 
the use of the share premium 
enjoyed by so many of our suc- 
cessful retailers whose shares are 
listed on the stock exchange. 


Apart from the conventional 
issue to shareholders of shares at 
a premium, a move that generally 
has not been gracefully accepted 
by shareholders, there are other 
methods of capitalising on this 
advantage. 

Two of these are as follows: 

(a) A private placement of a sub- 
stantial number of shares (at 

a premium) specially issued 

for that purpose. This pro- 

vides the issuing company 
with funds which may then 
be used as additional working 
capital or in the acquisition of 
fixed assets, that is freehold 
property, furniture and fittings 
or plant. The advantage 
gained is the provision of 
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capital with a reduced divi- 
dend commitment. For ex- 
ample, £1 shares issued at a 
premium of £1 on which a 
dividend rate of 10% per 
annum is payable means the 
company is virtually obtain- 
ing capital with a dividend 
liability of only 5% _ per 
annum. 


(b) By the acquisition of new 
freehold properties or take- 
overs of businesses in ex- 
change for shares of the com- 
pany issued at a premium. 
By this method it is possible 
for a company to pay the 
high present day price for 
sites and businesses and in 
this way obtain from the new 
developments a_ satisfactory 
return on the capital so 
issued. 


My company has used this 
method to great advantage 
and, strange as it may seem, 
to the subsequent advantage 
of the owners of the proper- 
ties and businesses so ac- 
quired. 


+ > + 


GENERAL CHANNELS 


Bank Overdraft: 


Until recent years the use of bank 
finance by way of overdraft was a com- 
mon form of financing a company’s ac- 
tivities. Then most of the finances of 
the community found their way into the 
control of bankers and was available for 
advances to the business community. 
This position has now changed and an 
increased portion of the wealth of the 
community is personally invested by in- 
dividuals in shares, debentures or notes 
of public companies or is deposited with 
finance companies and retailers to bear 
interest at rates far in excess of those 
rates available from fixed deposits with 
the trading banks whose rates, inciden- 
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tally, are subject to the control of the 
Central Bank. 


This means the banks’ funds available 
for lending are strictly limited and fall 
far short of the demands made upon 
them. 


Further factors in restricting the 
amount of finance available are other 
controls placed upon the trading banks 
by the Central Bank. These restrictions 
provide for the drawing of funds from 
the trading banks to a special account 
administered by it and also limit the rate 
of interest chargeable by trading banks 
to a range between 6% and 7% with a 
average not exceeding 64% — the pur- 
pose of these controls is to limit the 
effects of inflation. 


For the reasons set out above the 
policy of trading banks generally is to 
ensure that permanent finance, termed 
the hard core, from banking sources is 
kept to an absolute minimum and their 
desire and objective is to provide funds 
on fluctuating balances to meet seasonal 
or temporary requirements. 


Resulting from this a retailer generally 
can expect and get only limited finance 
from his bank and consequently must 
look to other methods for financing. 
However in fairness to the great banking 
institutions of our country the part played 
in the commercial community — with 
retailing no exception — is great and! 
am sure that an examination would dis- 
close the fact that they are financing, 
in varying degrees, the operations of most 
retailers. 


Mortgage of Freehold Property: 


For those retail organisations other 
than public companies, the conventional 
mortgage remains the most popular and 
most valued method of financing. The 
reason for this seems to be: 


(a) It provides the lending body with 
a reasonable long-term investment 
of funds (life assurance funds m 
Australia available for investment 
annually are something in excess 
of £100,000,000). 
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(b) It provides the borrower, that is 
the retailer, with a hard core to 
his borrowing for an extended 
period with interest on the amount 
of the finance being an allowable 
deduction for income tax purposes. 


The amount advanced, under normal 
circumstances, will be only a percentage 
of the value of the property secured and 
this percentage will vary from time to 
time depending upon the extent of funds 
available for investment. 


Sometimes the lessor, if a life assur- 
ance Office, may insist on the inclusion 
of a policy or policies of life assurance 
as collateral security and where the 
surrender value of these policies is sub- 
stantial it is possible the sum advanced 
could be increased by an amount up to 
100% of surrender value of such 
policies. 


As is appreciated by all retailers, per- 
sonnel often play an important part in 
the success of undertakings. Where there 
is a definite personnel factor in the suc- 


cess of an undertaking seeking an ad- 
vance of funds it frequently happens that 
life policies on the lives of the key 
people will be required by the life assur- 


ance office. The purpose of this is to 
ensure that in the event of death the 
funds provided from the policies will 
assist in meeting the obligation of the 
borrower under the mortgage. 


Where loans are granted on mortgage 
to private companies it is customary to 
require the guarantee of the principal 
shareholders in addition to the covenant 
of the borrowing company. 


Mortgages granted by life assurance 
offices (who principally provide this type 
of finance) under present conditions pro- 
vide for interest at the rate of 7% per 
annum and are available for fairly long 
terms ranging from ten years and up- 
wards. It is usual for the mortgage to 
provide for regular repayments on the 
term of the loan — such amounts being 
in addition to interest payments — 4% 
to 5% per annum of the initial advance 
is the amount commonly required. 
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Leasing of Premises: 


In recent years investment and land 
development companies have become in- 
terested in retail stores as a source of 
property investment and many new 
schemes and developments are constant- 
ly brought to the notice of successful 
retailers and many of these incorporate 
leasing in one form or another. 


The growth of drive-in shopping 
centres has stimulated this type of in- 
vestment which is, of course, admirably 
suited for the purpose. When in the 
U.S.A. two years ago I visited many 
shopping centre developments and 
almost without exception, it was found 
the centre had been developed by a real 
estate organisation, independent from the 
retailers occupying the centre, and was 
occupied by these retailers on the basis 
of a lease. 


So far as I was able to determine the 
usual method of leasing was that whereby 
the lessee is charged a rental, being a 
percentage of sales volume, with a 
proviso that in the event of the rent 
payable being less than the predetermined 
fixed minimum level the fixed minimum 
would be the amount paid. 


This fixed minimum rental would be 
such as would cover a basic charge for 
interest on capital invested by the lessor 
plus necessary outgoings such as rates 
and taxes. The following examples are 
taken from American lease tables: 


Furniture: 5% of sales volume ($20 
F.F.) 

Men’s Wear: 4% of sales volume to 
$350,000 and 34% thereafter ($22 
F.F.) 

Variety: 5% of sales volume to 
$300,000 decreased by 4+ of 1% on 
each additional $100,000 to 
$600,000 then constant at 3% ($15 
F.F.) 

Jewellery: 6% of sales volume ($22 
F.F.) 


Note: F. F. being front foot monthly 
minimum. 
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To my mind this basis of rental is a 
most acceptable one to both parties with 
the lessor being protected against loss 
and the lessee being protected against a 
high outgoing of income during the 
period he is developing his business. 
Further in the successful operation, which 
is always expected, the lessor would 
automatically participate with the lessee 
in the success as with increased turnover 
of retailer lessees the income of the 
lessor, that is the owner, would increase. 


In Australia there does not appear to 
be any common basis of charging for 
leasehold premises and many methods 
are used, some being (a) the fixed rental 
plus outgoings for rates and taxes; (b) an 
initial premium plus a fixed rental; and 
(c) an annual charge being a percentage 
of turnover, etc. 


Leasehold premises can be attractive 
to the retailer and I am sure that in the 
future they will become available in in- 
creasing numbers. 


Each proposition for leasing must be 
considered individually by the retailer 
and treated on its merits. In assessing 
the economics of the situation the re- 
tailer should be aware of the percentage 
of sales his business is able to pay as an 
occupancy charge and this should be a 
major factor in guiding the ultimate de- 
cision made by him. 


Purchase and Lease-Back: 


A recent development, which in the 
U.S.A. has been common practice for 
many years and which has a particular 
application to retailing is the purchase 
and lease-back system of acquiring retail 
premises. 


As has been stated on numerous oc- 
casions, the chief objective of a retailer 
is to buy and sell merchandise. To do 
this it is important to ensure that at all 
times sufficient working capital is avail- 
able to carry out, effectively and economi- 
cally, that objective. 


To invest too large an amount of 
capital in fixed assets, notably freehold 
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properties, could mean that the chief 
objective of retailing is somewhat re- 
stricted. To assist in overcoming this 
situation the above method of finance 
has developed. 


The procedure is that the financing 
institution either purchases an existing 
retail property from the retailer or alter- 
natively purchases land, erects a building 
to the retailer’s specification and leases 
it back to him for a period of years as 
agreed upon. The essence of the ar- 
rangement is that the lessee, i.e., the 
retailer, pays to the lessor, i.e., the owner, 
a fixed rental to cover (a) an agreed upon 
percentage of the overall capital outlay 
such amount being sufficient to cover 
interest and depreciation; (b) rates and 
taxes, and (c) running and maintenance 
expenses — additionally the lessee 
usually undertakes to keep the property 
in good repair. 


In practice there are several variations 
of this type of transaction — one imposes 
on the lessee an obligation to repurchase 
the property, at cost, on completion of 
the term of the lease and to provide in 
the meantime, a capital sinking fund for 
the accumulation of funds for the ultimate 
repurchase. This arrangement would 
probably operate where the lessor had 
doubts as to the long-term value of the 
subject property. 


The second method provides no obliga- 
tion of the lessee to repurchase the pro- 
perty but does give him the option of 
repurchasing at market value at the 
date of expiration of the lease or the 
original cost less the agreed amount for 
depreciation, whichever is the higher. 


Under a third method there are no 
options granted to or obligations placed 
upon the lessee to repurchase the subject 
property, the lessor being content to 
regard it as a long term investment on 
its own account and to take a chance 
on the return from it beyond the period 
of the lease. 


In practice the terms of the lease 


vary considerably and for an old 
building may be as short as 20-25 years 
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copystat? 
ricopy? 
mirdi? 
ricohfax ? 
tri-combi ? 


When you have a copying machine. These days every 
office should have one (ask any user). The question is whic 
one and where to get it. This is where we come in —we 
know about every copying process on the Australian 

market today. 


For example, the RICOPY. This copies at the amazingly 
low cost of 1%d. (qto), 2¥ed. (fscap) and 434d. (brief). 
Quantity copying is easy and fast on the RICOPY. 


On the other hand, the well-known COPYSTAT range — 
one of the first all-Australian machines — is still the most 
versatile. The slogan “COPYSTAT copies everything” means 
everything! 

1. New RICOPY 333, lower priced 


model for lowest cost copying. A word here about the world-exclusive COPYSTAT TRI- 


COMBI. This 3-in-1 machine has everlasting lamps and 


makes photocopies, low cost copies and long-run 
JUST RELEASED offset printing plates. 


Another range of all-Australian machines is the MIRDI 
2. All-electric MIRDI 159 copies every (aptly named after the aboriginal word for speed). Five 
detail. Brief size (f/scap from £88). MIRDI models are priced from £88 to suit the smallest office 


We are specialists. If your interest is copying, consult 
us first. If we cannot satisfy your need (from seventeen 
machines) we will advise you best how and 
where to solve your copying problem. 


L.W. BAG L E Y Pp. L* 


245 Pacific Highway, North Sydney. 

2 Racecourse Road, North Melbourne. 

98 Ivory Street, Brisbane. 

Leal Ltd., 185 Flinders St., Adelaide. 

S. B. Hopwood, 107 George St., Launceston. 
Office Appliances, 168 George's Tce., Perth. 
Johnson & Hey, 58 Hunter St., Newcastle. 
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and as long as 40-50 years for a new 
one. 
In deciding 


to enter into such a 


proposition the lending authority takes 
into consideration the standing of the 
company and a pre-requisite would be an 
assurance that the lessee could, without 
doubt, successfully continue in business 
for the duration of the lease. 

vantages of such a scheme are: 


The ad- 


(a) It releases funds tied in fixed assets 
for use as working capital. 


(b) All charges relating to the lease 
are allowable deductions for in- 
come tax purposes. 


The disadvantages are: 


(a) The cost is usually greater than 
that under a straight out mortgage 
of freehold. 


(b) The natural appreciation in value 
of the freehold property is lost by 
the lessee, that is the retailer, un- 
less of course the method under 
which the lease operates makes it 
obligatory for him to repurchase. 
Even where he has obtained the 
option to purchase as set out under 
method 2, he must still pay the 
market price if it is higher than 
the original purchase price thus 
losing any advantage in appreciated 
market values. 


* + + 


FINANCING PLANT, FURNITURE, 
FITTINGS, LIGHTING, ETC. 


One of the major needs in programmes 
of expansion involving new stores and 
the modernising of existing stores is the 
provision of efficient plant, furniture, 
fittings and lighting. 


The investment in such assets usually 
is quite extensive but to minimise the 
immediate outlay of finance, alternative 
means of financing such requirements 
have been made available to industry. 
As alternatives to outright purchase the 
retailer may (a) acquire the assets by 
way of hire purchase; (b) lease them; and 
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(c) lease them with the option to purchase 
at a later date. 


Under (a) the retailer obtains the 
plant as for an outright purchase with 
all expenses being an allowable deduc- 
tion for income tax purposes and de- 
preciation being an allowable deduction 
on the basis that the assets are owned 
by the retailer. A deposit must be paid 
on each hire purchase transaction and 
consequently this type of purchase re- 
quires some initial cash outlay and 
usually is for a comparatively short 
period. 


However, under (b) no deposit is 
legally required, the lease may extend 
over a lengthy period of time and all 
payments under the lease are allowable 
as deductions for income tax purposes. 
This method of acquiring plant is usually 
applicable and is often used for store 
lighting, air conditioning, telephone 
P.A.B.X. systems, motor vehicles, office 
machines and the like. 


Some advantages claimed for leasing 
are: 


1. The total cost is written off cver 
the term of the lease. 

2. A large capital outlay is avoided. 

3. Obsolescence may be avoided and 
replacement of oldcr inefficient 
plant may be accelerated. 


The disadvantages would be: 


1. The cost of leasing may be too 
high. 
The lessee may be restricted in 
his freedom to re-locate or alter the 
plant. 
He has no equity in the subject 
plant other than as the lessee and 
as provided in the leasing agree- 
ment. 

(c) is a further development of (b) 
whereby under certain conditions the 
lessee is granted the option to purchase 
on the expiration of the lease. Resulting 
from the high lease payments made the 
residual value may be fixed at a very 
low figure and consequently it is an 
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almost irresistible inducement to the 
lessee to exercise his option of purchase 
at the due date. 


Much has been said about the tax 
position on such transactions and after 
referring to the definition of “Hire 
Purchase Agreement” as set out im the 
new Hire Purchase Act 1960 it is diffi- 
cult to see how in future this type of 
transaction can avoid being classified 
as a hire purchase agreement. 


To give some idea of the comparative 
costs of acquisition under the various 
plans I give an example of a motor 
vehicle with a cash price of £1,173 ac- 
quired by a public company subject to 
income tax assessment at the rate of 
8/- in the £. 


A. Lease with Option to Purchase. 


(a) The lease is for a period of 24 months. 
(b) Lease payment: £48/7/0 per month. 

(c) Residual value: £235/0/0. 

Lease payment over 24 months £1,160 
Less tax saving @ 8/- in £1 464 


£696 
Plus Residual value, being the pur- 
chase price from the Lessor 235 


931 
Assumed selling price of vehicle, being 
50% of the original cost 586 


£345 
Plus additional tax on profit (the 
vehicle having been bought for re- 
sale) 140 
Being the actual cost for 2 years £485 


B. Outright Purchase. 


Depreciation 

Record 

Cost £1,173 £1,173 
Depreciation Ist year £264 
(22% % P.A.) 2nd year 204 


Written down value 
Tax saving on depreciation 


Sale price of vehicle 
Loss on sale 

Tax saving on loss 
Cost for 2 years 
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C. Outright Purchase of the Vehicle at a 
interest cost of 6%. 


Cost as for B. above for 

years £352 
Interest at 6% on £1,173 for 

years 141 


493 
Less tax saving on interest 56 


Cost for 2 years including 
interest £437 


Alternatively if the vehicle after acquisition 
at the residual value was not sold, after allow- 
ance has been made for future tax benefits on 
depreciation, the cost under each method would 
be: 


a. Cost at end of two years and after 
acquisition at residual value £931 
Less tax saving on future deprecia- 
tion on residual value (£235) at 8/- 
in the £ 


Actual cost of purchase 


. Cost at end of two years 
Less tax saving on future deprecia- 
tion on written down value (£705) 


Actual cost of purchase 


> Actual cost as per b. above 
Plus nett cost of interest for two 
years 


Actual cost of purchase 


These examples would fairly represent 
the various costs of financing under these 
plans. However, with some types of 
equipment the leasing charge includes an 
amount for maintenance and obviously 
this must be taken into consideration for 
purposes of comparison. Each situation 
must be examined individually and a 
decision made accordingly. 


* * ~ 
FINANCING TERMS SELLING 


THROUGH AN OUTSIDE FINANCE 
COMPANY. 


In these days of increased terms and 
credit selling it is essential that the re 
tailer organise his affairs in order to 
take advantage of the situation. He may 
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EDUCATIONAL SERVICES 


The A. E. Speck Commercial College provides several distinct services for those interested 
in enhancing their chances of a successful career by gaining their commercial professional 
qualifications. 





Class Instruction is organised to assist those who wish to pass their accountancy examina- 
tions, and also the examinations conducted by the Chartered Institute of Secretaries, the 
Amalgamated Institute of Secretaries, the Australasian Institute of Cost Accountants, and 
the Institute of Sales Management. 


All our present classes are filled but students are being enrolled both for evening and for 
full-time day classes for the new term beginning on Sth June, 1961. 


Correspondence Instruction for those who prefer to prepare for their accountancy 
examinations by studying in the quiet comfort and convenience of their own homes may 
enrol at any time for the A. E. Speck Accountancy Correspondence Course which gives 
an up-to-date authoritative exposition of the subjects prescribed by the examining bodies. 


MODEL ANSWERS 


Answers to the following examination papers set by the Australian Society of Accountants, 
are available at the price indicated: 


. Stage 1 Accounts and Auditing. 
Commercial Law A and B. 
. Company Law and Accounts. 
Advanced Accounts—Part A. 
. Advanced Accounts—Part B. 
Auditing and Business Investigations. 
Monetary Theory and Practice. 
Price 5/- a set, post free. 
Commonwealth Income Tax Law and Practice. 
Price 4/- a set, post free. 


Model Answers are published to the examinations held by the Australasian Institute of 
Cost Accountants in May, 1957, and subsequent half-yearly examinations. 


Price 10/- for each set, post free. 


Add exchange where necessary. 


Further information relating to our educational service gladly given free and without 
obligation. 


A. E. SPECK Commercial College 


138 FLINDERS STREET, MELBOURNE, C.1 MF 4648 
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(a) finance the debtors through his own 
resources, (it has been estimated that 
20% by value of the total national hire 
purchase debt has been financed in this 
way); or (b) he may arrange for an 
outside finance company to carry the 
book debts. 


If at all possible I would recommend 
course (a) which is for many reasons 
most desirable. For many retailers of 
course, this is not possible as their 
finances may be required for other pur- 
poses — e.g., the maintenance of ade- 
quate stock, the prompt provision of 
cash in order that maximum discounts 
on purchases may be sought and ob- 
tained, or the provision of fixed assets. 
To such retailers the services of finance 
companies are readily available, in order 
that the maximum sales volume can be 
achieved by the retailer and the required 
facilities made available to his clients. 


To enable the financing body to enter 
into the desired hire purchase agreement 
with the purchaser it is first necessary 
for the ownership of the goods to be 
passed to that body. 


Under such circumstances and in the 
absence of other arrangements the re- 
tailer is released from any further re- 
sponsibility and the financing body would 
assume the whole of the risk. However, 
to minimise the risk to finance companies 
it is usual for some form of agreement 
or undertaking to be given by the re- 
taller. The main types of agreements 
are: 


(a) With Full Recourse — the retailer 
is wholly responsible for any de- 
fault by the purchaser. 


(b) With Non-recourse — the retailer 
accepts no responsibility for per- 
formance of the terms of the hire 
purchase agreement by the pur- 
chaser. In these circumstances it 
is not unusual for the financing 
body to make a charge on the 
retailer for the additional risk being 
assumed by it. This charge is 
usually a small percentage of the 
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cash price of the goods and really 
operates as a discount. 


Re-purchase — this type of agree- 
ment is very similar to the “Full 
Recourse” agreement with the ex- 
ception that the goods must be in 
the possession of the retailer before 
the account can be debited back 
to him by the finance company. 
For example “clear out” accounts 
under the “Re-purchase” agree- 
ment remain the responsibility of 
the finance company with no lia- 
bility to the retailer. 


From the foregoing it will be seen that 
the goods are invoiced to the finance 
company at the cash price thus providing 
to the retailer the proceeds of the sale. 


Where the retailer has financed the 
hire purchase transactions as under (a) 
the accumulated debtors balances pro- 
vide for him a ready source of funds as 
they may at any time be mortgaged to 
a finance company. In this way cash is 
immediately made available to the re- 
tailer and reimbursement to the finance 
company is made possible as instalments 
are received from customers on _ the 
mortgaged agreements. 


Floor Display Plan: 


To assist retailers, more especially 
small retailers with limited finance avail- 
able to them, several manufacturers, 
principally in the appliance field, have 
made it possible per media of finance 
companies for their products to be ac- 
quired by retailers without the necessity 
of incurring an immediate liability for 
payment. This enables the retailer to 
carry stock for display purposes and sell 
from the floor. The details of one such 
plan which would be representative pro- 
vide that: 


(a) Goods are held by the retailer as 
hirer and that rent will be paid 
during the period of the hiring. 

(b) The period of the hiring is 90 
days with a possible extension for 
an additional 90 days to approved 
retailers if requested and approved. 
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(c) A deposit of 10% is payable on 
the signing of the agreement, the 
balance being paid in three monthly 
instalments as follows:— at the 
end of one month 20%; at the 
end of the second month 30%, at 
the end of the third month 40%. 
A hiring charge of 1/- per £10 
of outstanding balance is paid 
monthly (that is at the rate of 
6% per annum) payable in ad- 
vance with the provision for a 
pro rata rebate where early settle- 
ment is made. 

The hiring is determined and 
settlement must be made in full 
immediately the goods are sold. 


A development of this plan is one 
whereby the financing authority acts as 
a wholesaler and on acquisition of the 
goods quotes a sales tax number for 
the merchandise, the final invoicing of 
the goods to the retailer being on the 
termination of the hiring. This has the 
advantages that payment of sales tax by 
the retailer is delayed thus removing, or 
at least minimising, a constant headache 
of retailers and further, in times of re- 
ducing rates of sales tax, e.g., around 
budget time, it could prove to be bene- 
ficial. 

It is understood that this method of 
financing is not used extensively but 
with a continued growth of big ticket 
lines and the resulting increased inven- 
tory investment required by retailers, it 
is possible that more use could be, and 
will be made of this facility in the future. 


A special concession relating to this 
type of financing is made to retailers by 


some finance houses inasmuch as the 
interest charged to the retailer is halved 
if the subject merchandise is ultimately 
sold on a hire purchase contract entered 
into with that company by the purchaser. 


Financing Expansion by Best Use of 
Existing Funds 


Under the headings previously given, 
methods of raising finance externally have 
been set out but very often the possibility 
of releasing finances unnecessarily tied 
up within the organisation itself is over- 
looked. 


It is suggested that retailers could well 
re-examine their internal arrangements 
with a view to ensuring that (a) invest- 
ment in stock is at all times maintained 
at an economical minimum; (b) credit 
is handled wisely and the collection of 
outstanding debtors balances is strictly 
policed; and (c) those executives respon- 
sible for the buying arrangements of the 
organisation at all times are aware of 
the need for buying on the best possible 
terms and that they do in fact keep up 
the pressure on suppliers to ensure that 
this result is achieved. 


In approaching a subject of such wide 
ramifications and of such importance as 
this, one is at a loss to know just where 
to begin and where to end. Conse- 
quently it could be that my approach to 
the subject may not be that of another 
and perhaps much of what I have pre- 
sented is common knowledge. However 
1 am hopeful that in committing the 
various points to writing they will prove 
to be of interest and of some value and 
at least provide an outline to those who 
have the great responsibility of “financing 
retail operations. 


Editorial Note: Since the foregoing address 
was delivered the Federal Treasurer has 
brought down certain amending legislation 
which if passed will have a qualifying effect oa 
the matters discussed by Mr. Andrews. How- 
ever, in the case of the example dealing with 
the acquisition of a motor car under the vari- 
ous plans, the rate of tax has been amended 
in line with the current rate of 8/- in the £ 
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To Decimalize or Not to Decimalize — 


That is the Question 


HEN we first went to school, we 
started to count in tens and it 
seems logical, therefore, to ask why we 
did not carry on to count and calculate 
in tens so far as currency was concerned. 
Why did we, I wonder, shift over to deal- 
ing in terms of twelves and twenties? We 
studied one system of notation in order 
to count and calculate in terms of 
numbers and then we switched to another 
one in order to count and calculate in 
terms of pounds, shillings and pence. 


Therefore, when one is thinking in 
terms of the advantages which decimal 
currency has over our existing system, it 
seems sensible to start with the educa- 
tional factor. Upon the advice of so 
many educationalists, the Decimal Cur- 
rency Committee came to the conclusion 
that a great deal of time, money and 
effort would be saved in the educational 
sphere if we could count and calculate 
money only in tens instead of being 
forced to switch to a completely different 
system. 


One of the difficulties is to decide how 
much time would be saved. It is easy to 
arrive at a general conclusion, but much 
more difficult to put values on these sav- 
ings. But the members of the committee 
did judge, upon the advice received, that 
the saving would be considerable in terms 
of time and effort. There was, and is, a 
strong feeling amongst those into whose 
province these things fall that the child 
is put to unnecessary trouble in trying to 
change from counting in tens to calculat- 
ing in terms of twenties and twelves 
@ trouble which could be avoided by 
using decimal currency. Some people 





* Based on an address delivered to members 
of the New South Wales Division of the 
Society on 21 September, 1960. 
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considered that perhaps up to two years 
of the time spent in teaching £ s. d. 
arithmetic, would be saved. Others con- 
sidered that the child would be happier 
in the study of mathematics if this early 
transition to another system could be 
avoided. 


The second factor is that those aspects 
which beneficially affect the child in its 
study of mathematics by the advent of 
decimal currency can be translated into 
the community at large. It is true that, 
to a certain extent, the work in the com- 
munity, so far as household bills and 
things of that kind are concerned, mirrors 
the effect that would be felt in the 
educational field. 


The third feature, is the benefit which 
might attach to the new system in the 
commercial and business sphere. The 
committee gave a lot of time and thought 
to this. Here time permits me to mention 
only a few factors. It undoubtedly seemed 
that decimalizing our currency would 
bring great advantages to the commercial 
and business community. Indeed, we 
took out quite a number of studies to 
ascertain what differences would ensue 
as the result of being able to calculate in 
decimals. 


For example in using an office machine 
to calculate an invoice, with three lines, 
a deduction of 10% for discount, and 
an addition of 6% for sales tax, we 
calculated that the saving in time was 
about 16%. Actually in this example 
there were seventeen operations involved 
with decimals, and about twenty-seven 
operations with our existing currency. In 
the cost of pay roll calculation, we found 
that a decimal pay roll could be 
completed in about 25% less time than 
is necessary with the existing currency. 
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One could go on and multiply these 
examples and show that the same type 
of saving seems to run like a thread 
through all our commercial operations 
where there are calculations involving 
shillings and pence. They do not operate, 
of course, where pounds only are being 
calculated. The committee tried to 
analyze many of these factors in its 
report and the whole question of savings 
in commercial operations appears in 
detail as an appendix to the report. 


I think it was the Australian Society 
of Accountants’ submission, which first 
attempted to give an example of what 
the savings may be in this field, if treated 
on a national basis. The committee 
attempted something of this kind also 
but was careful to stress that the example 
was indicative of no more than an 
approach to the question and did not 
represent an estimate of likely savings. 
Such a calculation was beyond us, or at 
least it was beyond calculation in any 
reasonable time, and, even if we had 
arrived at figures of this kind, we would 
have had to hedge them around with so 


many qualifications as to limit their use- 
fulness. The committee did come strongly 
to the opinion, however, that the savings 


in the commercial sphere would be 


substantial. 


The fourth area considered was the 
availability of machines. One has to 
realise that country after country has 
converted to decimals. India converted 
in 1957/58; South Africa is due to 
convert in 1961. There is a report on 
decimal currency, before the New Zea- 
land Government. The Chambers of 
Commerce and the Association for the 
Advancement of Science in the United 
Kingdom together instituted an enquiry 
and their advice to the British Govern- 
ment is that a full enquiry in relation to 
decimal currency should be undertaken. 


Here in Australia we do not get the 
range of office machines available to 
countries with decimal currency. It is 
also easy to understand that the range 
which is now available to us may consist- 
ently narrow as country after country 
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changes over to decimal currency. The 
committee felt that there was danger in 
this, inasmuch as the machines suitable 
for pounds, shillings and pence may 
consistently become comparatively higher 
in price and narrower in choice than 
decimal currency machines. In the event 
of New Zealand and England changing 
to decimals Australia would become 
almost a lone market for £ s. d. machines, 


The machine cost and availability 
factors seemed to represent another argu- 
ment in favour of decimal currency. The 
advantages and savings, however, formed 
only one side of the equation. There are 
the disadvantages and costs to consider. 


The three major problems are as 


follow: 
The change-over confusion, which can 
be limited but not entirely avoided. 


The cost factor. 
The demand on foreign exchange. 


If two currencies are to run parallel 
for a while, as might be necessary, and 
if all types of commercial currency 
operations are to be changed over, 
obviously many problems will arise. If 
the various divergent aspects necessary 
in the change-over are to be carried 
through and an effort made to educate 
the public at large into accepting a new 
set of coins or a new coinage, in fact 
a new currency system, it is inevitable 
that difficulties will present themselves. 
One is reminded of the statement that 
progress is never comfortable and | 
think that this would certainly apply in 
a change-over period. 


But the committee did feel strongly 
that the amount of confusion at the time 
of the change-over could be limited by 
careful planning. Indeed, the problems 
associated with the change-over period 
will vary according to the care and the 
planning devoted to the subject during 
the previous year or so in preparation 
for the actual time of change-over. 
Therefore, whilst this was an unavoidable 
problem the committee felt that it could 
be limited. 
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We had to adopt certain assumptions 
in connection with machines, when we 
attempted to obtain the cost of machine 
conversions. We had to take into account, 
for example, that it just would not pay 
to convert some machines. It was, there- 
fore, necessary, in the first instance, to 
put some arbitrary age limits upon the 
machines which would be converted. 
Outside those age limits, conversion 
would be uneconomical and probably 
would not be attempted. We also had 
to know the number and age groups of 
each of the different types of machines, 
whether they be accounting machines, 
cash registers or coin-operated machines, 
etc. Then we had to set about arriving 
at what the cost of conversion would 
be. 


There are two types of machine 
conversion — partial, and complete con- 
version. In partial conversion the two 
shilling columns are converted and the 
pence column is blocked off or ignored. 
In complete conversion all three columns 
are converted. 


After getting the necessary facts and 


statistics, the committee came to the 
conclusion that the total cost of machine 
conversion would be of the order of £30 
million. That is not the total cost of the 
change-over, of course, because there are 
all kinds of other costs which are involved 
which do not come within the category 
of machine costs. There is the cost of 
Overtime involved, the cost of the re- 
printing of books and stationery, and, in 
fact, a whole host of other obvious 
expenses. These are not included in the 
£30 million. 


The committee did not attempt to 
deal with other than machine costs be- 
cause the time element would have been 
too grert. Even if two years had been 
spent in coming to an estimate of the 
costs of these other factors the number 
of imponderables would still render a 
conclusion rather questionable. We 
therefore, confined ourselves to the 
machine costs, but with the proviso that 
we analysed other costs to make sure 
that they were not of sufficient moment 
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to alter any decision in favour of 
decimalizing the currency. In other 
words, we had to obtain some idea of 
what extra was involved, without trying 
to put it into exact monetary terms. 


There was one exception. The Asso- 
ciated Banks and the Commonwealth 
Bank kindly supplied us with figures in 
relation to what they estimated decimal- 
isation would cost them. 


A third problem is created by adop- 
tion of decimal currency —the amount 
of foreign exchange involved. Thinking 
in terms of the machine conversion 
operation costing £30 million, one could 
perhaps imagine that the amount of 
foreign exchange would be much less 
than that figure. This is not so. We 
found the figure rather higher than 
expected. But since both the cost and 
foreign exchange factors can be spread 
over at least two or three years, their 
impact is therefore somewhat lessened. 


The committee tried to analyse all the 
aspects in favour of and all the aspects 
against decimalisation. Having done so, 
the committee came to the conclusion 
that — despite the confusion, cost and 
the foreign exchange involved — the 
amount of saving, the educational advan- 
tages and other benefits were such as to 
make it strongly desirable for the Com- 
monwealth Government to adopt decimal 
currency. 


How did we arrive at this decision? 
I won’t weary you with the number of 
tests that we applied, but we felt that 
the savings were of such an order as to 
justify completely the expenditure of £30 
million, and other costs involved and 
plus any disability in relation to foreign 
exchange. We felt that the advantages 
accruing to the community justified what 
would be, in effect, an investment of 
that kind. 


Undoubtedly, if one exempts the com- 
munity at large, the burden involved in 
the change-over to decimal currency will 
rest heavily upon two sections of the 
community. They are those companies 
engaged in the office machine industry, 
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because theirs would be the job of plan- 
ning the operations, subject probably to 
governmental control, whereby the con- 
version of office machines would flow 
through smoothly. They must ensure 
that they would have the necessary parts 
always at their disposal, whether by way 
of imports, local purchase or manufac- 
ture and that they have adequately 
trained people, to ensure the speediest 
transition possible. This would be a 
difficult and demanding problem, and 
one which would require the office 
machine industry to do a great deal of 
planning. 


The second body most affected (but 
in quite a different way) and without 
whose help decimal currency, I believe, 
could not be brought in, would be the 
banks. They would need to compress 
into a few days many things that others 
could spread over a much longer period. 
On a specified day the banks would close 
down on dealing with £ s. d. and re- 
open ready to operate in decimal 
currency. Even if the banks were 
authorized to close for extra nominated 
days, (for example, Thursday, Friday 
and Saturday morning), they would still 
have a formidable programme to complete 
in a short space of time. It would be 
necessary for them to clear as many of 
the £ s. d. remittances and cheques as 
possible. They would need to have all 
their balances converted into decimal 
currency because they cannot wait for 
some subsequent period. 


I want to pay tribute to the Associated 
Banks, the Commonwealth Bank and the 
Reserve Bank for the help that they gave 
in estimating what it would cost them 
to make this change-over (excluding the 
cost of machine conversion). The office 
machine industry and the banks will 
have a great responsibility, and the com- 
mittee came to the conclusion that Aus- 
tralian communities are fortunate to have 
such able people operating in these areas, 
if the change-over were ultimately decided 
upon by the government. 


Some of you may be conversant with 
the arguments in relation to the 10/-, 
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the 20/- and the 8/4d. systems. I do not 
think there was ever an argument for 
and against any of these or other indi- 
vidual systems that the committee did 
not analyse closely. We did feel handi- 
capped at times because about 90-95% 
of the evidence given to the committee 
was in favour of decimal currency. The 
committee had to go out to find the 
arguments against the change. We, our- 
selves, had to manufacture and search 
for every argument that we could find 
against decimal currency, because the 
amount of evidence submitted to the 
committee was not of sufficient import- 
ance to warrant a case against decimal 
currency. Therefore, apart from the 
evidence considered we did analyze in 
every possible way every argument not 
only against decimal currency, but for 
and against the different systems which 
could be adopted. 


So far as the 10/- system is concerned, 
there is a significance in the fact that 
South Africa adopted a 10/- system and 


New Zealand recommended it; England 
recommended the pound-cent system, 
though England’s problem was different 
from Australia’s because of the import- 
ance to her of sterling. The English 
committee recommended the pound-cent 
system, with ten shillings as its second 
choice. We, of course, did not allow 
any of those factors to influence us. We 
did, however, come to the conclusion 
that the 10/- system, on balance, and 
I stress on balance, would be the best 
system. What in fact the committee had 
to decide was whether it would have 
some confusion at the bottom end by 
adopting the twenty shilling cent system 
or some confusion at the top end by 
adopting the 8/4d. system, or whether 
the confusion could be minimized at 
both ends by adoption of the 10/- 
system. 


After an assessment of all the factors 
— and they are all set out in the report, 
including an able summary of the com- 
parisons between the 10/- and 8/44. 
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systems — written by the New Zealand 
people for their report — we finally came 
to the conclusion that, despite the prob- 
able preferences of accountants, who in 
many cases favoured the 20/- system, 
the 10/- system should be adopted. 


In respect of the suggested change- 
over date, many people have said “Why 
the second Monday in February, 1963?” 
This choice is not nearly as mysterious 
as it seems. In the first place, the banks 
are key people in a change-over. We, 
therefore, asked the banks what time of 
year would suit them best. They preferred 
August, with February as their next 
choice. February seemed to the com- 
mittee to have other advantages as, for 
example, being the beginning of the 
school year. Our final conclusion was 
that February was probably the best 
time. 


So far as the time of the month was 
concerned, we took into account that the 
banks would not find the end of the 
month suitable and, therefore, in select- 
ing the second Monday, we were quite 
sure that there could be no confusion 
regarding end of the month balancing 
or anything of that nature. Furthermore, 
Monday chose itself because it was 
easier to arrange for the banks to close 
for two or three days at the end of the 
week, and open on the Monday. We 
worked back from February, 1963, to 
the present time in trying to unfold a 
date programme by which legislation 
could be enacted, and the necessary 
time given to the office machine people 
to make all their arrangements to secure 
parts and so on. 


Most of the office machine people 
wanted a two years’ preparation period 
but, one wanted three years, whilst 
another desired twelve months. We 
analyzed these views and found that 
February, 1963, fitted well into the neces- 
sary plans, and therefore we nominated 
that time. 


The other point about which quite a 
deal will be heard, if decimal currency 
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is discussed in Parliament and elsewhere, 
is the question of inflation. One of the 
arguments in favour of the 8/4d. system 
is that it provides the exact equivalent 
between the old system and the new in 
every case. With the 10/- system, there 
is not an exact equivalent for 1d., 2d., 
4d., 5d., 7d., 8d., 10d. and 11d. We 
did advocate that the use of the half- 
penny be maintained as usual over the 
transition period. Actually everybody 
seemed to want to dispose of the half- 
penny, despite the fact that 55% of the 
grocery lines in one of the stores we 
checked ended in a halfpenny. Finally 
we came to the conclusion that the major 
problem area concerned the amounts of 
4d. and 5d. Our conclusion here was 
that a number of safeguards exists for 
this area, but time does not allow for 
their discussion now. The whole subject 
is discussed at length in the report. The 
committee did not believe that a change- 
over would have any real inflationary 
effect. 


Let me take one example. It has been 
urged that the conversion of 1.2 pence 
to the cent (a 20% increase) will 
adversely affect the price of bread and 
milk. In the report there is a table of 
the prices of bread and milk in the 
various capital cities. These prices al- 
ready vary about threepence between the 
capital cities, so .2 of a penny variation 
is small indeed compared with these 
existing differences. I feel that with the 
safeguards which can be made to operate, 
no aspect of inflation will be important. 
There will be minor adjustments, but I 
think that is as far as it will go. It should 
be borne in mind also that the 20% 
conversion difference only operate so 
far as the penny conversion to the cent 
is concerned. As prices increase, the 
difference becomes almost infinitesimal. 


There are a number of other aspects 
with which, with more time, one could 
deal, but the committee’s report will be 
printed and it will be available free of 
cost*. You will therefore be able to study 
it in detail at your leisure. 
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New Concepts for Information 
For Management Decisions* 


By D. C. COOPER, A.A\S.A., Director, 
Cyclone Co. of Australia Ltd. and K.M. Steel Products Pty. Ltd. 


VERY strata of human existence and 

endeavour is beset with the prob- 

lem of “decision making,” and nowhere 

is this factor more important, or more 

likely to have far reaching consequences 
than in the field of management. 

Despite tremendous developments in 
technology and the advancement of ac- 
counting practices, together with the 
growth of marketing creativity — the 
final economic justification of any enter- 
prise rests on the wisdom of management 
decisions. With the evolution of the 
“team” concept of management as op- 
posed to “one man” management, the 
role of the competent management ac- 
countant assumes tremendous importance 
in any organisation, and this is so in re- 
lation to marketing as with any other 
function of industry or commerce. Most 
successful decisions are based on infor- 
mation or facts, logic, and judgment. 

The problem is to assemble all applic- 
able information and logically analyse it 
so that sound judgment can prevail. 

This subject of new concepts of in- 
formation in the function of marketing as 
related to management decisions gives 
rise to the need to clarify the nature of 
“marketing” and its scope in business. 

Naturally here, we can only treat the 
matter in broad principle. In the past, 
selling and distribution merely took a 
product as it was developed and pro- 
duced, then evolved a plan to promote 
sales through the various channels of dis- 
tribution to the final consumer or pur- 
chaser. 

The marketing concept recognises that 
not only does the sale finish at the point 
of consumption, but it also starts there, 
and, therefore, marketing goes right back 
to the purchaser as a starting point. The 
actual act of selling is the final step in 
the effort to sell. This effort to sell starts 
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with research into the needs of the mar- 
ket — what does the consumer want? 
Product development and _ production 
then flow as a well conceived base upon 
which promotional and distribution plans 
are built and directed right back to the 
consumer. 

Some fifty years ago Kipling fore- 
shadowed modern marketing technique 
when he wrote: 

I have six faithful serving men, 

They taught me all I knew, 

Their names are What, and Where, and When, 
And How, and Why, and Who. 

In other words WHAT does the mar- 
ket, i.e. the consumer want? WHERE is 
it needed, geographically and through 
channels of distribution? WHEN is it re- 
quired, seasonally and in time? HOW is 
it needed, in form and package? WHO 
wants it, men, women, teenagers, pro- 
fessional people, housewives, etc.? WHY 
is it needed — the final test of innovation 
and economic justification. 

It can now be said that all forms of 
activity in industry and commerce are 
based on one or more of seven well de- 
fined fields: Power, basic materials, trans- 
portation, communication, shelter and ac- 
cessories, food and clothing and intangible 
services. 

The ebb and flow of activity in these 
fields is determined by the following fac- 
tors: 

People — The rise of population in 
Australia will be the greatest single 
economic force affecting future 
marketing. ’ 

Money — Average earnings are rising 
steadily and people will have more 
money to spend. 


*An address delivered at the third annual 
convention of the Victorian Division of The 
Australasian Institute of Cost Accountants 
held in August, 1960, at the Australian Ad- 
ministrative Staff College, Victoria. 
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Time — With average working weeks 
tending to decline, more time for 
leisure and recreation will produce 
new demands. 


Productivity — The “gross national 
product” is rising year by year and 
must be recognised by marketing. 


Basic Research — The results of con- 
tinuing research will be a powerful 
factor in the vitality of future mar- 
kets. 


Out of the foregoing emerge two very 
clear points: (1) Although most organi- 
sations provide for marketing as a spec- 
ial function it is, nevertheless, an all em- 
bracing subject which must be under- 
stood, and contributed to, by the whole 
management team — general manage- 
ment, marketing, production, and in my 
view, particularly management account- 
ing; and (2) The need for more and more 
information upon which to base valid 
management decisions. 


The marketing concept requires us to 
go right back to the customer in order 
to evaluate demand. What influences 
demand in the first place? The following 
all have a bearing on consumer demand: 
Population, density and stability, age and 
sex of population (households — con- 
suming units); Income, source, distribu- 
tion and changes in pattern (income stab- 
ility and labour conditions); savings and 
debt position. 


Consuming units determine purchasing 
power after allowance for price levels and 
tax levels. Purchasing power is reflected 
in living standards which in turn are af- 
fected by the following: Basic require- 
ments, social goods ownership, housing, 
cars, other durable goods and cultural 
and leisure habits, all of which build up 
to a consumption pattern which deter- 
mines demand. 


Each of these factors has to be evalu- 
ated in any marketing assessment and as 
it involves much statistical research there 
is a lot the accountant can do to ensure 
correct assessment. The first need is to 
appreciate what is involved and the sec- 
ond is to contribute to understanding and 
accuracy. 
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With this background of marketing 
research data we move into the field of 
forecasting and budgeting. Most worth- 
while businesses today guide their activi- 
ties by a system of budgeting control, 
based on a sound profit plan constantly 
“tabbed” by control reporting. 


General business conditions today 
cause most companies to be faced, on 
the one hand, with greater competition 
and price resistance and, on the other 
hand, with constantly increasing labour, 
material and service costs. 


The combination of these factors re- 
sults in a threat to company profits. 
Therefore, company executives are con- 
fronted with more and more decisions 
which must be made faster than ever 
before; moreover, they find today’s de- 
cisions have far greater impact on the 
continued successful operations of their 
companies. It is only natural, then, that 
as a basis for the decisions which must 
be made, there is a demand for more and 
better operating control reports. This is 
particularly so in the field of marketing, 
and it is only natural, too, that manage- 
ment and marketing will look increasingly 
to the accounting function of the business 
for this reporting. 


Development of a good control re- 
porting programme can be a tough prob- 
lem. Reporting which is intended to bring 
about management action must be selec- 
tive if it is to succeed, not too voluminous 
and not routine. 


All this control reporting is based on 
budgets which in turn depend, in the 
final analysis, on the validity of the sales 
forecast. Although the structure of bud- 
getary control rests on the sales forecast, 
this forecast is still, in many instances, 
treated in a relatively casual fashion — 
past sales trends and an estimate of future 
business are leavened by management 
judgment and pure guesswork. As the 
accountant’s budget system depends on 
the sales forecast it behoves him to in- 
fluence the situation as much as possible 
and get the marketing man to: 

Correlate relationships between sales and 

all other company activities by statistical 
methods. 
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Analyse the overall business cycle to esti- 
mate the probable trend of underlying 
factors that will effect the company’s 
product. 

Forecast the outlook for the entire industry, 
then estimate the company’s share. 

Analyse product lines and combine the re- 
sults. 

Analyse end uses of products in major con- 
suming industries. 

And correlate the whole back to those ex- 
ternal factors arising from research into 
demand. 

Now, let us move into the area of day- 
to-day operations where the accountant 
can help the marketing people and man- 
agement with such things as product and 
profit mix; territory profit analysis, and 
market profit evaluation. 

The accountant works all the way 
with other executives to co-ordinate a 
plan for management, establish check 
positions and watch progress in order to 
advise the management team; the “team” 
concept must be stressed at every stage. 

The common objective of all business 
endeavour is to achieve reasonable pro- 
fits. There are fringe considerations, but 
the basic aim of the team sections — 
management, finance, production, mar- 
keting — is to make a profit. This ob- 
jective can be related in the image of a 
management triangle. The base comprises 
a sound management team fortified with 
worthwhile “intelligence” or information; 
one of the sides of the triangle comprises 
the sales creating elements, and the other 
side those elements which service de- 
mands. 

The accountant’s interest lies in the 
supply of information for management, 
assistance to marketing and the support 
of service elements. An important objec- 
tive of this endeavour is the systematic 
search for weaknesses and the correction. 
These are the fields where the manage- 
ment accountant can particularly assist 
the marketing team and inventory con- 
troller by highlighting deviations from 
the budget plan and suggesting corrective 
action. 

Two particular questions have been 
raised in formulating the approach to 
this discussion. They are: (a) Where does 
the average accountant fail in his task? 
and (b) Should he be seeking, individually 
or as a class, some new procedure or 
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technique to fulfil his function more 
adequately? 

My answer to these questions lies 
right away from any technical modus 
operandi and comes from the realm of 
psychology and human relations. 

Whilst it is dangerous to generalize, if 
I were able to attempt a constructive 
criticism, it would be that too many ac- 
countants tend to be pedantic. They 
sometimes remind me of the cautious 
poker players who hold their cards too 
closely. 

Instead they should endeavour to 
“sell” to management the idea that they 
can make an important contribution to 
the management team. 


The accountant holds a strategic posi- 
tion, he has the opportunity to view the 
company’s operations overall, but to play 
his part properly he requires an apprecia- 
tion of how to apply his knowledge and 
skill and an understanding attitude to- 
wards the management problems. 

Knowledge is the stock-in-trade of 
the accountant, he generates vast amounts 
of information, but does he put this vital 
knowledge to the best use? 

To do this requires understanding — 
an appreciation of human relations, and 
the fact that despite great technological 
advances the final success in manage- 
ment depends on people and the way 
they react to varying circumstances. 


All this requires skill — not only in 
accounting methods and practices, but in 
presenting the facts in such a way as to 
ensure a positive response. 

The accountant’s own attitude will de- 
termine his success. It is a matter of 
interest giving rise to leadership. 

It is purely a question of creating the 
right atmosphere so that success caf 
flourish. As I see it, this is the task of the 
management accountant. 

The famous American humourist, 
Mark Twain, once said — “just because 
the cat has kittens in the oven it doesn't 
make them biscuits’; likewise, just be- 
cause an accountant is qualified, it does 
not make him a management accountant 
— he must apply his knowledge with 
understanding, skill and the right attitude. 
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Manufacturing Expenses 


THEIR APPLICATION IN A STANDARD 
DIRECT COSTING SYSTEM 


By R. S. GYNTHER, A.A.U.Q., F.A.S.A., F.C.A.A. 
Senior Lecturer in Accountancy, University of Queensland 


J UCH literature has appeared in recent 
years extolling the virtues of “Direct 
Costing” and it is obvious from the in- 
crease in the use of direct costing in 
Australia, as well as in other parts of the 
world, that it is beneficial to the manage- 
ment of many types of industries. Discus- 
sion with accountants has shown that 
many still have not had the time to think 
deeply about the implications of direct 
costing and that others have not been able 
to appreciate its accounting applications. 


This article is written to assist account- 
ants in these categories and at the same 
time it is hoped that it might clear the 
air for some students. However, it is not 
intended to repeat here the advantages 
of direct costing, to which most writing 
to date has been devoted, nor to discuss 
the effect of direct costing on periodic 
net profits which is fully covered else- 
where. 


Accounting Differences Briefly Summar- 
ised 


In any direct costing system, products 
are charged with direct material and dir- 
ect labour costs in the usual way, and 
this applies whether standard costs are 
incorporated in the costing system or not. 


It is only with the element of manufac- 
turing expense that the conventional 
method of costing and accounting is al- 
tered. With direct costing, products are 
charged with VARIABLE manufacturing 
expenses only, while FIXED manufactur- 
ing expenses are treated as period costs 
and are written off to profit and loss at 
the end of each period (e.g., monthly 
as incurred). 
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This immediately implies several 


points :— 


1. It is essential that each item of semi- 
variable manufacturing expense be split 
as it is incurred into its fixed and variable 
components. This is a little more diffi- 
cult than with flexible budgeting, break- 
even analysis, profit-volume analysis, etc., 
where these semi-variable expenses can be 
split into these two components JN 
TOTAL for a period, and not on separ- 
ate pieces of paper as each item of each 
expense is incurred. However, in practice 
this does not present the problem that 
might be anticipated. If the fixed and 
variable components of an item of ex- 
pense are not obvious, several mathemati- 
cal techniques are available for separa- 
tion purposes and these are well set out 
in the third section of the N.A.A. Bulle- 
tin for June, 1960, and in recent cost ac- 
counting texts. Correlation analysis is 
available to determine the degree of var- 
iability of any item of manufacturing ex- 
pense. 

2. In a direct costing system two con- 
trol accounts (and their relevant subsid- 
iary ledgers) are needed for manufactur- 
ing expenses — 


(i) A Fixed Manufacturing Expense 
Control Account to record all fixed 
manufacturing expenses as they are 
incurred, including the fixed por- 
tions of semi-variable expenses, and 


(ii) A Variable Manufacturing Ex- 
pense Control Account to record all 
variable manufacturing expenses, in- 
cluding the variable portions of 
semi-variable expenses. 


197 





3. The manufacturing expense absorp- 
tion rate will have a variable expense con- 
tent only (once more, including the vari- 
able portion of any semi-variable ex- 
penses). 


4. As variable manufacturing expenses 
are applied to products, the respective 
credits will be accumulated in a Variable 
Manufacturing Expense Applied Account. 
This means that small under- or over- 
absorptions of variable manufacturing 
expenses are possible (caused by con- 
trollable factors mentioned later). How- 
ever, the Jarge under- and over-absorp- 
tions of fixed manufacturing expenses 
which present some difficulty in absorp- 
tion costing when normal capacity is not 
equalled, are avoided with direct costing. 


An Example— 


In this example the standard cost ab- 
sorption costing approach is used so that 
readers might progress from the conven- 
tional to the new, that the slight difference 
in acounting treatment might be under- 
stood, and that the simplicity of the 
treatment of manufacturing expenses in 
a standard direct costing system might 
be appreciated. 


For the purposes of comparison, the 
figures (for a productive department for 
a period) are the same as those used by 
Mr. K. A. Middleton ! in a recent article 
in The Australian Accountant. They are: 


1. Budget of Manufacturing Expenses at 
normal capacity — 
£1,000 


OS ae 
Variable .... .... . 2,000 
£3,000 


Total 


2. Budgeted production hours at normal 
capacity: 3,000. 
3. Thus giving a standard fixed expense rate 


of 
£1,000 


3,000 hrs. 
= 6/8 per hour. 
and a standard variable expense rate of 


’ 


3,000 hrs. 
= 13/4 per hour. 
This gives a total rate of £1 per hour. 
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4. Actual results for the period:— 

Manufacturing expenses 

Production hours . 

Number of units produced 

Standard production hours in units 
produced . faa 


Mr. Middleton, when ie these 
figures, included an excellent chart de- 
picting his variances. He demonstrated 
how his “efficiency variance” of £300 
was made up of a variable portion of 
£200 and a fixed portion of £100 and I 
can remember at the time, wishing that 
he had actually created two variance ac- 
counts for these two sections. 


In practice, the principles of responsi- 
bility accounting should apply, and the 
foreman in this case can be accused of 
incurring additional expenses of £200 
only, as the fixed expenses of £100 
would have been incurred in any case, 
i.e., whether the production for the period 
had been carried out efficiently or not. 


If Mr. Middleton had used four vari- 
ance accounts in this way, he would have 
demonstrated the so-called “two variance 
method” which is really a four variance 
method in practice. 


Under absorption costing the actual 
and applied manufacturing expenses us- 
ing the above figures would be recorded 
as follows:— 


Manufacturing Expense Control A/c. 


Actual expenses 2,700 
Manufacturing Expense Applied Alc. 


Applied to pro- 

duction during 

month (2,400 
hrs. at £1) . 2,400 
At the end of the month, the manu- 
facturing expenses that should have been 
incurred at the attained capacity of 2,400 
hours are calculated from the flexible 
budget. These would be — 
Fixed expenses ... £1,000 

Variable expenses Q2, 400 hours at 

13/4 per hour) ’ 1,600 
£2,600 


—\—_—— 





1, “Manufacturing Expense Variances under 
a System of Standard Costing”, The Australian 
Accountant, August, 1960 p. 415. 
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and this amount would be posted — 
Manufacturing Expense Applied 

A/c. Dr.£2,600 
Manufacturing Expense Control 

A/c Cr.£2,600 


The two above accounts would then appear 
Manufacturing Expense Control A/c. 
£ 


Actual expenses 2,700 Budgeted exs. . 2,600 


(Revealing Mr. Middleton’s “unfavourable 
budget variance” of £100). 


Manufacturing Expense Applied A/c. 

£ £ 
Sudgeted exs. 2,600 } Applied to pro- 
| duction during 

i month .. .. 2,400 


(Revealing Mr. Middleton’s “unfavourable 
capacity variance” of £200). 

The entries in the work in process section 
of the ledger would be 


Manufacturing Expenses in Process A/c. 
£ £ 
Standard mfg. 
exp. cost of 
units produced 
and placed in 
the finished 
goods store 
(2,100 hrs. at 
GSP be. «eo as 


Applied to pro- 
duction during 
month awe 


| 
2,400 | 
| 


2,100 

(Revealing Mr. Middleton’s “unfavourable 
efficiency variance” of £300). 

But at this point, this unfavourable 
variance of £300 should be divided into 
its fixed and variable portions. The vari- 
able portion of £200 (at 13/4 per hour) 
should be debited to an Efficency Vari- 
ance Account (for which the foreman is 
responsible), and the fixed portion of 
£100 (at 6/8 per hour) should be de- 
bited to an Effectiveness Variance Ac- 
count (which shows how effectively the 
plant facilities have been used. The £100 
worth of fixed expenses would have been 
incurred in any case). The four variance 
accounts would then appear as follows— 


1. Controllable Variances (Variable Expenses) 
Budget Variance A/c. 
Overspending at 
capacity at- 
| ee 100 
Efficiency Variance A/c. 
£ 


Additional over- 
spending 

caused by in- 
efficiency in 
production .. 200 


2. Volume Variances (Fixed Expenses) 
Capacity Variance A/c. 
£ 





Fixed expenses 
in section of 
plant not 
Me we we? Se 200 
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Riortivences Variance A/c. 


“ixed expenses 

in the section 

of plant used 

unnecessarily 

because of in- 

efficient pro- 

@uction .. ..« 100 

The point is, of course, that if the 
production methods had been efficient, the 
4,200 units would have been produced in 
2,100 hours (and not 2,400 hours), and 
the capacity variance would have been 
£300 — i.e. the total of the Capacity 
Variance Account and the Effectiveness 
Variance Account shown above. 


The same Example but for Direct Cost- 

ing 

The difference can be demonstrated 
very easily. As pointed out in the begin- 
ning, only variable expenses are included 
in the standard expense rate in direct 
costing, which means that the rate of 
only 13/4 per hour would be used. 


The net result is that only the two 
“controllable” variances shown above 
would be revealed in the accounts. The 
two “volume” variances (involving fixed 
expenses) would not be produced as all 
fixed expenses are written off to the Pro- 
fit and Loss Account in a direct costing 
system. 

The ledger accounts in a direct costing 
system using the same figures, would be: 


Fixed Manufacturing Expense Control A/c. 
£ 


Transferred to 
profit and loss 
at end of 
month .. .. 1,000 


Variable Manufacturing Expense Control 
Account 


Actual fixed ex- 
penses .. .. 1,000 


£ 
Actual variable Budgeted  vari- 
expenses .. . 1,700 able expenses 
based on hours 
worked (2,400 
hours at 13/4) 1,600 
Revealing the 
same budget 
variance of . 100 


Variable Manufacturing Expense Applied 


Account 
£ 


Applied to pro- 
duction during 
month (2,400 
hours at 13/4) 1,600 
(Although used by some companies this ac- 

count is not really needed but it is included 

for comparison with the absorption method 
demonstrated earlier.) 


3udgeted vari- 
able expenses 1,600 
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Manufacturing papenses in Process A/c. 
£ 


Standard mfg. 
expese cost of 
units produced 
and placed in 
finished goods 
store (2,100 
hours at 13/4) 

Revealing effici- 
iad variance 
OS ba 6s be ws 


Buiiget Variance A/c. 


Applied to pro- 
duction durin 
month... .. 1,600 


Overspending at 
capacity at- 
tained ee 100 

Efficiency Variance A/c. 


Additional over- 
spending caus- 
ed by ineffici- 
ency in pro- 
duction .. .. 200 





General 


Although this example is necessarily 
simple for illustrative purposes, the ent- 
ries in the control accounts of the largest 
of companies need not be complex. 


In the subsidiary manufacturing ex- 
pense ledgers, classification of accounts 
following the prinicples of responsibility 
accounting can be of much assistance to 
management. Particularly is this so in the 


case of fixed manufacturing expenses, 
and with the growth of fixed expenses, 
as we progress on our march towards 
automation, management will need more 
and more the assitance that classification 
by responsibility can give. 


Conclusion 


Those who support the arguments in 
favour of direct costing, who realise the 
value of the information and accounting 
statements it produces, and who are con- 
vinced that its way of relating net in- 
come to movements in sales is the realis- 
tic way, need have no fears concerning its 
accounting application. At the outset a 
careful re-classification of all expense 
items is necesary, but thereafter the ac- 
counting work involved in most instances 
is simpler, as it is devoid of the worries 
and complications of deciding “normal 
capacities” for production departments, 
and free of the fogs which surround the 
over- and under-absorptions of fixed 
manufacturing expenses caused by capac- 
ity factors. 





Accountants and the 


S the title of this address suggests, 

it will be my endeavour to restrict 

my remarks to those aspects of bank- 

ruptcy administration which are likely 

to be of interest to the practising public 

accountant, the company secretary, the 

accountant employed in a business under- 
taking or to the accountancy student. 


The general object of bankruptcy 
legislation is to regulate the relationship 
of debtor and creditor. In times past 
the treatment meted out by creditors to 
their debtors was extremely barbarous 
judged by modern standards, for example 
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STUDENTS’ SECTION 


Bankruptcy Act 


By J. T. JOHNSTONE, LL.B., 
Registrar in Bankruptcy for Queensland. 


—the right of a creditor to have his 
debtor placed in the stocks or imprisoned. 
On the other hand it has been found 
equally necessary to protect the interests 
of creditors against dishonest debtors, to 
protect one creditor against another and 
to protect the trading community 
generally. 


Legislation for this purpose in England 
dates back at least 600 years. The 
earliest of such acts were designed 
principally to assist creditors and any 
benefits were restricted to traders. 
Gradually the conception of affording 
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protection and relief to the honest debtor 
who surrendered all his property was 
developed and less than one hundred 
years ago, in 1861, imprisonment for 
debt was abolished. 

In Australia, prior to the passing of 
the Federal Bankruptcy Act which came 
into operation on 1 August, 1928, 
separate bankruptcy or insolvency acts 
were in force in each of the States. All 
these acts followed the same pattern as 
the English acts. 

Power to make laws with regard to 
bankruptcy and insolvency was given to 
the Federal Parliament by the Constitu- 
tion, Section 52 (xviii), and this power 
was exercised by the passing of the 
Bankruptcy Act of 1924 which came 
into force on 1 August 1928 and, with 
amendments, it is still in force. Follow- 
ing its enactment the various State Acts 
concerned with bankruptcy ceased to 
have effect, with certain exceptions. The 
Federal Act was based on the English 
Bankruptcy Act of 1883 and it embodies 
a number of principles designed to 


achieve the purposes I have already 


indicated. It provides firstly for a vest- 
ing of the debtor’s property in a trustee 
for the benefit of his creditors upon the 
making of a sequestration order. 

There are in the Act various provisions 
designed to ensure that as much of the 
debtor’s property as is equitable, is taken 
for distribution amongst his creditors. 
For example, property disposed of by 
the debtor or preferential payments to 
creditors within six months prior to the 
presentation of the petition upon which 
the sequestration order is made may in 
certain circumstances be recovered by 
the trustee. The definition of “pro- 
perty” is a comprehensive one extending 
to property belonging to other people, but 
in the possession order and disposition 
of the bankrupt, and property acquired 
by the bankrupt after the making of the 
Sequestration order but before he obtains 
a discharge. 

The second principle is to secure an 
equal distribution of all the property 
available to the trustee among all the 
creditors of the bankrupt. This principle 
of equality is itself subject to exceptions 
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in that the rights of certain creditors are 
accelerated while those of others are 
deferred. 


For example a workman enjoys a 
priority for wages to a limited extent and 
the Commonwealth is entitled to a high 
degree of priority for income tax (Sec- 
tion 221(b)(1) of The Income Tax and 
Social Services Contribution Assessment 
Act 1936-1959). 


The next principle is that the honest 
debtor upon surrendering all his pro- 
perty should finally obtain a release from 
his debts and be enabled once more to 
establish himself as a useful member of 
the society in which he lives. Equally 
so, the dishonest debtor should be denied 
any discharge and prevented from engag- 
ing in trade; and in the case where he 
is proved to have committed any offence 
against the provisions of the Bankruptcy 
Act, that he be punished if necessary by 
imprisonment. Such offences fall into 
the following categories. 

(a) Those involving the denial of pro- 

perty to creditors. 

(b) Those concerned with failure to 
comply with the requirements of 
the Act or the trustee. 

(c) Those where the obtaining of 
credit or money by fraud is 
involved, and 

(d) The failure to keep proper books 
of account. 


The Bankruptcy Act also incorporates 
provisions for the recognition, registra- 
tion and supervision of private arrange- 
ments between a debtor and his creditors 
and these include compositions, schemes 
of arrangement and deeds of assignment 
under Part XI and deeds of arrangement 
under Part XII. 


PROCEDURE UNDER THE 
BANKRUPTCY ACT 
The alternative methods available to 
creditors or debtors who desire to take 
advantage of the provisions of the Act 
include the following. 


Sequestration Order 
A bankrupt is a person against whom 
a sequestration order has been made by 
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the court. A sequestration order may be 
obtained— 

(a) Upon the petition of a creditor 
provided certain requirements are 
satisfied. 

(b) Upon the debtor’s own petition 
upon a simple allegation by him 
that he is unable to pay his debts. 

In either case the making of a sequest- 

ration order is followed firstly by the 
submission of a statement of affairs by 
the debtor; secondly by a general meet- 
ing of the creditors for the purpose of 
considering the mode of dealing with the 
debtor’s property and, if desired, of 
appointing a trustee; thirdly by the 
examination in open court of the bank- 
rupt and any other persons who may be 
able to give information regarding the 
bankrupt or his affairs. 


Administration Order 

Where a debtor has died in an in- 
solvent condition steps may be taken to 
have his estate administered in bank- 
ruptcy. This may be done upon the 


petition of a creditor in a manner similar 


to the case of a petition against a living 
debtor or upon the petition of the 
executor or administrator of the estate 
of the deceased insolvent. 

In either case the property of the 
deceased vests in the trustee appointed 
by the court and the procedure there- 
after is similar to the procedure under 
a sequestration order. 


Other Methods 

The fact that a number of alternative 
methods of arranging the affairs of an 
insolvent debtor without the making of 
a sequestration order are provided in 
the Bankruptcy Act is simply a recogni- 
tion of the fact that these methods were 
in operation in one or more of the States 
prior to the Federal Act and the States 
interested desired to preserve the proce- 
dures with which they had become 
familiar. The differences are mainly 
procedural but a number of other im- 
portant distinctions require consideration 
before deciding which course to adopt. 

In general both Parts XI and XII 
make provisions for a trustee to take 
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control of the property of the debtor and 
to distribute it amongst the creditors in 
accordance with the provisions of the 
Act relating to a sequestration order. 


Subject to compliance with certain 
provisions of the Bankruptcy Act the 
creditors are free to make such a bargain 
with the debtor as they please. The 
alternative methods include: 

Statement of Affairs: As the prepara- 
tion of a statement of affairs is one of the 
tasks most likely to fall to the lot of an 
accountant I propose to deal in some 
detail with several aspects of this work. 

Statement of Affairs in a Sequestration 
Order: A petitioning debtor is required 
to file his statement of affairs with his 
petition, and to forward forthwith a 
copy to the Official Receiver (Section 
57(2) ). 

In the case of a sequestration order 

made upon the petition of a creditor, 
the debtor must make out and file his 
statement of affairs within seven days of 
the making of the order or such further 
time as the Registrar may allow (Section 
66(2) and Rule 224). The prescribed 
form of the statement of affairs is the 
same in either case (Sections 57 and 
66(1), Rule 223(2) and Forms 29 to 
29H). It should be noted that in the 
case of a partnership joint and separate 
statements are required (Rule 330). 
_ Section 66 sets out the matters which 
are to be included in the statement of 
affairs but as the form of such statement 
has been prescribed the chief task of the 
accountant is to fill in the information 
required on the appropriate forms. The 
forms prescribed are somewhat out of 
keeping with modern conditions; for 
example it is difficult to know where to 
show details of hire purchase agreements 
which are current at the date of the 
sequestration order and the form of 
deficiency account (Form 29H) seems to 
serve very little purpose except to satisfy 
examiners and perplex students; from 
a practical point of view it could well be 
omitted. 

Apart from the statement of affairs the 
Official Receiver may (Section 66(1)(€)) 
and in practice invariably does require 
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the bankrupt to furnish further informa- 
tion. He also furnishes the bankrupt 
with instructions for the preparation of 
his statement of affairs (Rule 223(1)) 
and in appropriate cases he may employ 
a qualified person to assist the bankrupt 
at the expense of the estate (Section 16(2) 
and Rule 396). 

Statement of Affairs in Order for 
Administration of a Deceased Estate: 
Where some person, prior to the making 
of the order for administration, has 
obtained a grant of probate of the will 
of the deceased or a grant of letters of 
administration in the case of an intes- 
tate estate, then upon the making of the 
order for administration he shall lodge 
with the Official Receiver forthwith an 
account of his dealings with the deceased 
estate and a list of the creditors and a 
statement of the assets and liabilities and 
such other particulars of the affairs of 
the deceased as is required by the Official 
Receiver (Rule 351(1) ). 


Every account, list and statement is to 
be made out as nearly as may be in 
accordance with the rules relating to 
sequestration orders (Rule 351(2) ). 

Where there is no such executor or 
administrator the court may, upon the 
report of the Official Receiver, require 
this information to be supplied by any 
person who in the opinion of the court 
has taken upon himself the administra- 
tion or otherwise dealt with the property 
of the deceased (Rule 352). 


Statement of Affairs for Submission to 
a Meeting of Creditors under Part XI: 
Proceedings under Part XI of the Bank- 
tuptcy Act can only be initiated by the 
calling of a meeting of the creditors of 
the debtor and all the formalities provided 
for in the Act must be observed if the 
meeting is not to be invalid. One of 
these requirements is that the debtor shall 
submit a signed statement in writing of 
his assets and their value, and his 
liabilities and the amounts (Section 
160(b) ). 


The statement is to be in Form 29A 
(Rule 359). This is one of the forms 
provided for a statement of affairs in a 
Sequestration order and, in effect, in that 
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case is merely a summary of the detailed 
information shown on the various other 
forms which go to make up a complete 
statement of affairs. 


No details of the assets or liabilities 
need be shown. In addition the debtor 
must furnish a list of the names and 
addresses of his creditors (Rule 358). 


Statement of Affairs for Submission to 
a Meeting of Creditors under Part XII: 
There is no statutory provision which 
would require the holding of a meeting 
of creditors in order to carry into effect 
any deed of arrangement under Part XII. 
It is the practice, however, to call the 
creditors together when a deed has been 
executed principally with a view to decid- 
ing whether the majority of the creditors 
appear to be willing to assent to such an 
arrangement. The information presented 
to the creditors would normally be in 
much the same form as that required by 
the Act to be presented when proceeding 
under Part XI. 


It now remains for me to discuss one 
of the practical aspects of the prepara- 
tion of a statement of affairs, namely the 
payment of the accountant for his 
services. 

Apart from any statutory protection 
given to the accountant the position would 
appear to be as follows. 


Where the work has been done prior 
to the making of a sequestration order 
(for example in preparing for the pre- 
sentation of a debtor’s petition) the ac- 
countant is in the same position (apart 
from one consideration to which further 
reference will be made) as any other 
person rendering services to a debtor on 
the eve of his bankruptcy. If he demands 
and receives payment before the work 
is performed and has no knowledge of 
the commission of any act of bankruptcy 
he could not afterwards be required by 
the trustee to refund any amount received 
by him. If he has knowledge of an act 
of bankruptcy he might be required to 
refund, except where he has received 
payment in ready money. The following 
quotation from the judgment of Vaughan- 
Williams, J., in Re Simonson ex parte 
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Ball (1894 1 Q.B. and 33) will make 
this exception clear. 


“The case of In re Sinclair, ex parte Payne 
(15 Q.B.D. 616) decided that where a man 
came with ready money in his hand and 
asked for legal assistance with regard to his 
financial affairs or financial position the 
lawyer, or it might be the accountant, was 
not bound to ask him where such ready 
money came from. But it was pointed out by 
Mr. Justice Cave in re Spackman ex parte 
Foley (24 Q.B.D. 728) there was nothing in 
the decision of in re Sinclair ex parte Payne 
which enabled a solicitor or an accountant 
to take from a debtor a charge upon the 
debtor’s property to secure payment for ser- 
vices to be rendered. Because in such a case 
the debtor informs the solicitor or accountant 
that the money he is looking to for payment 
is the money of the debtor and potentially 
the money of the creditors. Can the trustee 
make an allowance to the solicitor or the 
accountant for the work they did? 


_ “I understand the rule is that if the trustee 
in the exercise of his discretion thinks the 
creditors have derived benefit from the work 
done at the direction of the debtor, he may 
adopt these services and pay for them. I by 
no means think it is a rule which would 
justify the trustee in at all liberally or freely 
spending the creditors’ money in paying the 
expenses of the meetings of creditors which 
the debtor may have thought fit to call. It 
was said here that the accountants prepared 
a statement of affairs which was very useful 
to the creditors at the time of the meeting .. . 
that particular item is a charge for a service 
which I can quite understand the trustee may 
say was a very useful service and pay for 
it” 

What then is the position of an ac- 
countant who has prepared a statement 
of affairs and failed to obtain payment 
or security for payment before under- 
taking the work but who receives pay- 
ment thereafter? 


Should a sequestration order follow 
upon a petition presented within six 
months after the payment, the accountant 
could be ordered to refund the payment 
to the trustee as a preference under 
Section 95, unless the trustee was pre- 
pared as already stated to adopt his 
services or the accountant could establish 
that he had no reason to suspect that 
the debtor was unable to pay his debts 
as they became due (the contents of the 
statement of affairs might make it difficult 
for him to establish this). He might also 
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be ordered to refund the payment if the 
trustee could prove the commission of 
an act of bankruptcy prior to the pay- 
ment and of which the accountant had 
knowledge, unless the trustee was pre- 
pared to adopt his services. 


Before considering certain statutory 
provisions which afford more protection 
to an accountant for his services we 
should note one further set of circum- 
stances. All that has been said so far 
about payment relates only to services 
rendered before the making of a seques- 
ration order. What is the position of an 
accountant who is approached by a bank- 
rupt to assist him with the preparation 
of his statement of affairs? There is 
nothing to prevent the accountant receiv- 
ing payment from him either before or 
after the services have been rendered. 
But not many bankrupts would be able 
to pay or satisfy an accountant of their 
ability to pay and so there are incor- 
porated in the Act certain statutory pro- 
visions which enable payment to be made 
from the debtor’s estate. 


In the case of a sequestration order 
the Official Receiver may employ a 
qualified person at the expense of the 
estate to prepare a statement of affairs 
where the bankrupt cannot himself 
prepare a proper statement (Section 16(2) 
Rule 396). 

In the case of a deceased estate which 
is being administered in bankruptcy the 
cost of preparing the statement of affairs 
is allowed out of the estate (Rule 351(3)). 

Likewise in proceedings under Part XI 
the cost of preparing the statement of 
assets and liabilities for submission to a 
meeting of creditors is to be allowed out 
of the estate (Rule 363(2) ) provided that 
where any such proceedings are deter- 
mined by the making of a sequestration 
order the costs incurred in relation to 
such proceedings (which would include 
the preparation of the statement of assets 
and liabilities) are to be paid by the 
trustee under the sequestration. 

As there is no statutory provision for 
the holding of a meeting of creditors 
when proceedings under Part XII are 
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contemplated, so there is no provision 
for the payment of the costs; however 
recourse might be had to the provisions 
of Section 84(1)(j) which would entitle 
the creditors to pass a special resolution 
conferring a priority in payment of costs, 
charges and expenses incurred in the 
interests of the creditors prior to the date 
of the deed of arrangement. 


Offences in Relation to a Statement of 

Affairs 

Failure by the bankrupt to file his 
statement of affairs within the statutory 
period of seven days or any longer time 
approved by the Registrar constitutes 
contempt of court for which the bank- 
rupt could be imprisoned (Section 66(5) 
and Section 76). 


It is also an offence for the bankrupt 
to make a material omission from any 
statement relating to his affairs (Section 
210(1)(d) ) or to attempt to account for 
property by fictitious losses or expenses 
(Section 210(2)(d) ) and any person who 
is privy to any such act or omission is 
equally liable, (Section 210(S5) ). 


Meeting of Creditors 

The submission of the bankrupt’s state- 
ment of affairs is followed by the calling 
of a meeting of his creditors and at such 
a meeting only those creditors who have 
lodged a proof of debt are entitled to 
vote. 


The form of proof of debt (Form 56) 
may be completed by a creditor person- 
ally or an employee of the creditor and 
in the case of a limited liability company 
any person authorised under the seal of 
the company. Proper particulars of the 
debt or account must be given together 
with details of any security held. 


A proof of debt should normally be 
lodged as soon as the creditor is aware 
of the making of the sequestration order, 
and in order to enable a creditor to 
participate in a meeting of creditors, the 
proof must be lodged within the time fixed 
in the notice convening the meeting 
(Rules 248 and 249). In order to parti- 
cipate in the distribution of a dividend 
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the proof of the creditor must be lodged 
within the time limited in the notice of 
the intended dividend (Rule 265(2) ). 


If a creditor cannot attend a meeting 
of creditors personally he may be re- 
presented by another person holding a 
form of proxy. A director or secretary 
may personally represent a company 
otherwise a proxy is required (Rule 293). 
This may be a general proxy (Form 54) 
or a special proxy (Form 55). A general 
proxy may be given to a manager, clerk 
or other person in the regular employ 
of the creditor or to a barrister, solicitor, 
attorney or to a public accountant. 


A special proxy (that is a proxy for 
a special purpose only) may be given to 
any person. 


A form of proxy must be lodged 
before or at the time prescribed or 
appointed for that purpose in the notice 
of meeting. (See generally Rules 289-294; 
312 to 317 and 324). 


The following references will give 
some indication of the business which 
would normally be transacted at a meet- 
ing of creditors: 


(a) To consider generally the mode of 
dealing with the debtor’s property 
(Section 67). 

(b) To appoint a trustee (Section 128). 
If no appointment is made the Official 
Receiver acts as trustee (Section 131). 


To give authority to the trustee to 
take any course of action for which 
the authority of the creditors is 
required by the Act (Section 107). 
For example to carry on the business 
of the debtor or to sell assets by 
private treaty or to institute legal 
proceedings. The trustee is obliged 
at all times to have regard to the 
directions of the creditors (Section 
147). 


Employment of Accountant by the 
Official Receiver or Trustee 


An accountant in the course of his 
practice might be employed, by a trustee 
in a bankrupt estate or by a trustee under 
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a deed of arrangement, to undertake ac- 
countancy work for him where such em- 
ployment is reasonably required by the 
trustee to enable him to carry out his 
duties although the trustee cannot escape 
the obligation to carry out personally if 
possible all his duties. (A reference to 
the following reported cases will illu- 
strate the attitude of the court towards 
this question. Re Alam 3 A.B.C. 195, 
Re Wilson 16 A.B.C. 239). 


If an accountant accepted such em- 
ployment he would be obliged to submit 
his claim for taxation by the Registrar 
before receiving payment (Section 136 
Rule 128A). 


Registered Trustees under the Bankruptcy 
Act 


The only person who is entitled to be 
appointed as trustee in a bankrupt estate 
or a trustee under any proceeding under 
Part XI or deed under Part XII is a 
person registered as qualified to act as 
a trustee under the Bankruptcy Act 
(Section 128(1), Section 162(1), Section 
192(2) ). 


By reason of the qualifications required 
of an applicant for registration (experi- 
ence in winding up estates or companies) 
registered trustees are almost exclusively 
persons with accountancy qualifications. 


Once appointed, trustees are required 
to file accounts of their administration 
with the Registrar (Rules 453-466 and 
438, 439) and the court supervises their 
work and may if necessary take steps to 
discipline, or cancel the registration of, 
any trustee. 


Books of Acccunt 


It is obvious that no prudent business 
man properly advised would fail to keep 
such records as would readily disclose 
his financial position to himself and to 
anyone else who might be entitled to 
enquire, and the Bankruptcy Act contains 
a number of provisions designed to 
punish those traders who have failed to 
keep proper books of account. 
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First of all what books of account is 
a trader required to keep if he would 
comply with the requirements of the 
Bankruptcy Act? 


Section 209(g) of the Act makes it an 
offence for him to fail to keep such books 
of accounts as are usual and proper in 
the business carried on by him and as 
sufficiently disclose his business trans- 
actions and financial position within the 
period of five years immediately preced- 
ing the date of his bankruptcy. The 
meaning of this section has been discussed 
in a number of cases and in Re Crimmins, 
18 A.B.C. 172, Re Shillabeer (unte- 
ported) the following was said: 


“All traders are required to keep books 
of account and not a mass of documents and 
records which may be put together for the 
purpose of writing up books of accounts. 
Books of accounts are in my view what they 
mean: they are books in which accounts of 
all transactions carried on by a debtor are 
to be found.” 


Apart from constituting an offence, 
the failure to keep proper books of 
account is also an adverse fact, proof of 
which would require the court to attach 
some condition to, or suspend the opera- 
tion of, an order of discharge granted to 
a bankrupt (Section 119(6) ). 


Where a bankrupt has failed to keep 
proper records he may be required by 
the trustee to prepare trading, profit and 
loss and cash and goods accounts for a 
period of up to two years before the date 
of the sequestration order (Rule 409). 


Any attempt by a bankrupt to conceal, 
destroy, mutilate, falsify, alter, make a 
false entry in or omission from any book 
of account is also an offence (Section 


210(2)(c) ). 


Finally, an accountant has the right 
to withhold books of account prepared 
by him in order to obtain payment for 
his services. 


It is the duty of a bankrupt to deliver 
to the Official Receiver all his books of 
account (Section 210(1)(c)) and no 
person has any right as against the 
Official Receiver to withhold possession 
or to claim any lien (Section 99(3) ). 
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Current Problems 
Discussed in Overseas Journals 


Notes prepared by the teaching staff of the Department 
of Accounting in the University of Melbourne. 


Accounting Theory 

In an article entitled “The Conditions 
of Research in Accounting” in The 
Journal of Accountancy, December, R. 
J. Chambers makes some forthright sub- 
missions about the need for a scientific 
approach in accounting research, includ- 
ing the significant suggestion that exten- 
siveness of view and vigor in analysis 
will yield more practically useful know- 
ledge than ad hoc deliberation on the 
limited aspects of accounting which from 
time to time force themselves on public 
or professional consciousness. 


Auditing 

In the Internal Auditor, Winter 1960, 
C. H. Schoenfeld describes the “New 
Environment for the Auditor”. After 
discussing the tremendous changes that 
have take place in record keeping, 
culminating in the use of the electronic 
computer, the author analyses the impact 
of these changes on the work of the 
auditor. 


In the New York C.P.A., October, R. 
L. Colegrove discusses “A New Look at 
the Approach to Auditing”. He takes 
the view that the volume and timing of 
the external auditor's work depend 
entirely on his assessment of the effective- 
ness of the client’s system of internal 
control. With this viewpoint, the author 
suggests the elimination of certain “tradi- 
tional” audit steps. He also discusses 
the limitations on the external auditor’s 
responsibility for the detection of fraud. 


Construction Costs 

W. A. Blackman Jr., in the New York 
CP.A., November, writes on “Accounting 
Principles for Long-Term Construction 
Contracts”. He discusses two bases of 
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accounting for these: the percentage-of- 
completion basis and the completed- 
contract basis. The former is preferable 
when reasonably dependable estimates of 
costs to complete and of the extent of 
progress towards completion of long- 
term contracts are available. Where this 
is not the case, the completed contract 
method is more reliable. Also dealt with 
are the questions of retro-active adjust- 
ments, the treatment of general and 
administrative expenses and provisions 
for losses. 


Cost Reduction 


“The Cost-Reduction Program” is the 
title of an article by M. B. T. Davies in 
the New York C.P.A., October. After 
examining in some detail the causes of 
excessive costs the author sets out the 
steps to be taken in planning a pro- 
gramme for reducing costs. He empha- 
sizes that the success of such a pro- 
gramme will depend largely on _ the 
attitude of top management. 


Direct Costing 

A case study of the application of 
direct costing methods to profit planning 
and control of productive operations in 
a large electrical goods manufacturing 
company is presented by J. D. Goforth, 
under the titlke “Management’s Use of 
Direct Costing — A Case Study” in Cost 
and Management, November. 


Electronic Data Processing 


“Data Processing for Small Clients” is 
discussed in detail by Raymond A. 
Crovatto in The Journal of Accountancy, 
December. He points out that the intro- 
duction of relatively inexpensive adding 
machines which simultaneously produce 
a punched paper tape makes it feasible 
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for even quite small businesses to obtain 
the benefit of automatic data processing 
by service bureaus. On the basis of his 
own firm’s experience, the author 
discusses the factors to be considered in 
selecting a service bureau, the steps 
necessary to convert from manual to 
automated methods, the preparation of 
information for processing, the actual 
recording process and the finishing 
touches that may be applied to reports 
received from service bureaus before 
delivery to clients. 


In “Electronic Computers in Business” 
in The Canadian Chartered Accountant, 
December, Gordon H. Cowperthwaite, in 
addition to considering what the trends 
will be in the foreseeable future, looks at 
the problems of those who have already 
entered the computer field but are not 
satisfied with their experience. 


Human Relations 


“Human Relations in Industry” in The 
Accountants’ Magazine, December, by J. 
A. Keyden, puts the view that one of the 


aims in any undertaking should be to 
have a trustworthy system of industrial 
relations complemented by good human 
relations. The article stresses the point 
that the attempt to improve human 
relations in industry must be based upon 
a sincere desire for the welfare of all 
concerned rather than a purely im- 
personal desire for increased economic 
efficiency. 


Incentives 


The problems of effective operation of 
incentive systems for payment for labour 
are considered in an article entitled 
“Incentive Systems and their Application 
to Cost Problems” by T. H. Nicholson 
in Cost and Management, December. It 
is suggested that the successful operation 
of an incentive system depends on a full 
understanding of the relationships between 
cost and output for each section of the 
labour force. These relationships are 
analysed for the direct production, in- 
direct production, supervisory, clerical, 
and sales sections of an enterprise. 


208 


Inventory Control 

“Statistical Inventory Management” js 
the title of an article by R. J. Oravec in 
The Journal of Accountancy, December. 
The author illustrates the use of statistical 
techniques which can be adapted by 
medium-sized as well as large com. 
panies. 


Leases 

With the growing popularity of leasing 
fixed assets instead of owning them, in- 
creased attention is being paid to the 
ways in which such an arrangement 
should be shown in the balance sheet. 
In the N.A.A. Bulletin, December, J. 
Rhodes contends that “Financial Leases 
Belong to the Balance Sheet”, and that 
both an asset and a liability in respect 
of the lease should be shown. 


Planning 

“Facilities Planning”, in The Canadian 
Chartered Accountant, December, reflects 
the observations of Gerald L. Sandler, 
who submits that any corporate long- 
range programme should include an over- 
all plan for the whole enterprise, and 
that this master plan should include as 
one of its major parts a “facilities plan” 
outlining the future use of all existing 
facilities as well as additions and dis- 
posals. 


Profit Sharing 


In an article entitled “Management's 
Place in Profit Participation” in The 
Canadian Chartered Accountant, Dec- 
ember, Bernard H. Lloyd discusses many 
aspects of this controversial topic from 
the viewpoint of both management and 
shareholders. 


Public Accounting 

In a paper entitled “The Organisation 
of a Practising Accountant’s Office”, The 
Accountant, 10, 17, 24 December, J. 
Perfect details procedures which will 
enable practices to be run on less capital 
and with less waste than would otherwise 
be likely. The aim of an accountant !s 
to provide a good service for his client. 
Thus he should pay attention to his office 
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ATION 


DESK 


{ trial 


premises for attractiveness, tidiness and 
good lay-out appeal to the client and help 
the staff to produce their best. It is neces- 
sary to have a_ well-balanced and 
adequately trained staff, organised and 
controlled so that staff is always avail- 
able with an absence of idle time. The 
author submits a scheme which includes 
a broad outline of the organisation 
required. Procedures which have been 
used in practice for ensuring correct time 
allocation and fee charging are described, 
together with a method of reviewing the 
results of the firm’s activities. 


Responsibility Accounting 

Responsibility accounting is intended 
to determine the responsibility of both 
favourable and adverse deviations from 
the normal or budgeted results. In 
“Responsibility Reporting to Manage- 
ment”, N.A.A. Bulletin, December, J. 
A. De Ville, after considering the basis 
of responsibility accounting, describes the 
reports which are regularly presented in 
the case of one large manufacturing 
concern. 


Return on Investment 


In the N.A.A. Bulletin, December, R. 
N. Anthony in “Some Fallacies in Figur- 
ing Return on Investment”, considers 
some of the problems and misuses in 
current practices in computing return on 
investment. Among these misuses and 
fallacies are the ignoring of income tax, 
the belief that the higher the return the 
better the project, and the belief that 
leasing is always advantageous. 


Valuation 

Alexander Simpson outlines an interest- 
ing suggestion about the valuation of 
stock in “The Auditor and Standard 
Costs”, The Accountants’ Magazine, Dec- 
ember. After briefly reviewing familiar 
criticisms of the interpretation of the 
“lower of cost or market value” rule, 
he then suggests that standard cost, 
subject to certain modifications outlined, 
is an equitable basis for valuation of 
stock. The author presents a fictitious 
model to illustrate his case. 





Recent Legal Decisions 


Is an Auditor an “Officer” of a Company 


The question whether an auditor 
of a company is an “officer” of the 
company has been debated again, 
this time in connection with certain 
of the offences provisions of the 
Companies Act, and it has been 
decided that the question is to be 
answered affirmatively. 


The case is R. v. Shacter (1960) 2 QO.B. 
252, a decision of the Court of Criminal 
Appeal. 

S. was appointed auditor of a company 
at an annual general meeting in 1953, 
and his appointment was continued year 
by year thereafter. He was subsequently 
found guilty of various offences, and was 
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convicted as a “public officer” of a com- 
pany of falsifying accounts, etc., contrary 
to certain sections of the Larceny Act 
1861 (Eng.), and, being “an officer” of 
the company, of making false entries, 
fraud and defaults contrary to Sections 
328(1)(j), 330 and 331 of the Companies 
Act 1948 (Eng.). These latter sections 
have their counterpart in our local legisla- 
tion (e.g., Companies Act 1958 (Vic.) 
Sections 222(1)(j), 224 and 225. The 
purport of the sections is as follows: 
Section 328(1)(j)-——A past or present 
officer of a company who makes or 
is privy to the making of any false 
entry in any book or paper affecting 
or relating to the property or affairs 
of the company within a stated period 
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prior to its going into liquidation is 
guilty of an offence. 

Section 330 — An officer of a company 
which has gone into liquidation who 
has committed certain frauds is guilty 
of an offence. 


Section 331 —JIf a company has gone 
into liquidation, and proper books of 
account have not been kept, every 
officer of the company who is in 
default is guilty of an offence. 


It will be seen that these offences can 
only be committed by one who is an 
officer of the company, and after his 
conviction S appealed against it on the 
ground that as auditor he was not an 
officer for the purposes of these pro- 
visions. His appeal was dismissed. 


His argument was summarised in this 
way by Lord Parker, C. J., at p. 255: 
“An auditor prima facie is not an officer. 
His duty is to safeguard the shareholders 
and not to help the directors, and he is 
not concerned with the day to day run- 
ning or internal management of the com- 


pany. It would be surprising, so runs the 
argument, to find him treated by the 
legislation as an officer, and great stress 
is laid on the definition clause in the 
Companies Act 1948, Section 455, where 


an Officer is defined in these terms: 
“ ‘Officer’, in relation to a body corporate, 
includes a director, manager or secre- 
tary.” (The comparable definition in the 
Victorian Act (Section 3) reads: “ ‘Officer’ 
includes a director and any other officer 
whatsoever of a company.”) “Observe, 
it is said, that no reference is made to 
‘auditor’.” 


That was the appellant’s argument; an 
auditor prima facie is not an officer, and 
if the legislature had intended that he 
be treated as such it would have referred 
specifically to an auditor in the definition 
of “officer”. 


But this argument was effectively 
countered by a reference to other sections 
of the Companies Act. Section 159, sub- 
sections (1), (5) and (6), enact that an 
auditor be appointed “to hold office”; 
that first auditors may be appointed by 
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the directors and shall “hold office” unti) 
the conclusion of the first annual general 
meeting; and that the directors may fill 
any casual vacancy “in the office of 
auditor”. (Cf. Section 141(1), (4), (5) of 
the Victorian Act.) The continued use 
of the expression, “office of auditor”, 
poses the question, what office is an 
auditor being appointed to unless it is 
an Office in the company, and what 
officer does an auditor become unless it 
be an officer of the company? 


Likewise with Section 161 of the 
English Act. Sub-section (2)(a) dis- 
qualifies for appointment as auditor “an 
officer . . . of the company”, but adds 
that references to an officer shall be 
construed as not including references to 
an auditor. (Cf. Section 5(3)(b) of the 
Victorian Act.) It must follow from this 
that an auditor, on appointment, may 
become an officer of the company; 
otherwise, the limitation in the last 
sentence is quite unnecessary. Further, 
if an auditor does become an officer of 
the company, it can only be by reason 
of being an auditor, for if he became an 
officer for any other reason he would be 
disqualified under Sub-section (2)(a). 


Consequently, an auditor is an officer 
of the company, and this is so despite 
the absence from the definition of 
“officer” of any reference to “auditor”. 


The probable explanation of _ this 
absence, as advanced by the court, is 
this. Earlier cases have held that for 
the purposes of civil liability an auditor 
appointed to fill an office is an officer, 
whereas an auditor appointed ad hoc for 
a limited purpose is not. Thus if directors 
independently of the members, were to 
appoint a person as auditor for a limited 
purpose —for example, for a_ private 
audit — the person so appointed would 
not be an officer. There is no reason why 
this distinction should not be maintained 
for the purposes of criminal liability, yet 
the distinction would disappear if the 
definition of “officer” were to include a 
specific reference to “auditor”. This 
probably explains the omission. 
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Winding Up—Court’s Discretion 


Section 346 (1) of the Companies 
Act 1948 (Eng.) provides, (as does 
Section 237 (1) of the Companies 
Act 1958 (Vic.), and clause 289 (1) 
of the draft “uniform” Companies 
Bill) that “‘the court may, as to all 
matters relating to the winding up 
of a company, have regard to the 
wishes of the creditors .. . as proved 
to it by any sufficient evidence...” 


It was claimed in Re Vuma Lid. 
(1960) 3 All E.R. 629 that the effect 
of this is that if a majority of creditors 
oppose the making of an order for the 
compulsory winding up of a company, 
the court is bound to bow to their wishes 
and decline to make the winding up 
order. But the court of appeal held that 
the fact of majority opposition is not 
necessarily conclusive of the matter. 


A judgment creditor of the company 
had issued execution, but the effects of 
the company were claimed by a third 


party, and there were no assets on which 
to levy execution. The creditor then 
presented a winding up petition which 
was supported by two other creditors, 
although these two other creditors with- 
drew their support at the hearing of the 
petition and opposed the petition, with- 
out, however, adducing any evidence to 
support their opposition. Their total 
debts exceeded that of the judgment 
creditor. Buckley, J., treating the 
majority opposition as conclusive, refused 
to make the order, and dismissed the 
petition. The judgment creditor appealed. 
Between the dismissal of the petition and 
the hearing of the appeal the three 
creditors received an offer of payment of 
their debts by instalments (although at 
least two and a half years would elapse 
before final payment, even if payments 
were made punctually) and received a 
payment pursuant thereto. 


The court of appeal considered that 
the fact that the majority of creditors 
opposed the petition did not mean that 
it had to be dismissed. They pointed out 
that the interests of the execution creditor 
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had to be considered, and that the oppos- 
ing creditors had shown no reason why 
the order should be refused. In the 
exercise of its discretion, therefore, and 
notwithstanding the majority opposition, 
the court considered that it should make 
a winding up order. 


Sufficiency of Consideration 


Horton v. Horton (1960) 3 All 
E.R. 649, a decision of the Court 
of Appeal, is another case dealing 
with the question, what is a sufficient 
consideration to make a _ promise 
enforceable? 


Consequent on the separation of 
husband and wife, a separation agree- 
ment between them, made under seal, 
provided that the husband was to pay 
to the wife “the monthly sum of £30”, 
and he paid this sum to the wife for 
some time without making any deduction 
for tax or otherwise accounting for it to 
the revenue authorities. Later, and with- 
out any independent legal advice, the 
husband signed a further agreement with 
the wife, amending the original agree- 
ment by inserting after the words “the 
monthly sum” the words, “which after 
deduction of income tax shall amount to 
the clear sum of £30 each month”, and 
declaring that the original agreement “was 
and always has been interpreted by the 
parties hereto as if the said amendment 
had been originally in the said agreement 
when the same was first executed”. This 
second agreement was not under seal, 
and was made without any expressed 
consideration. 


The effect of this was that for a 
promise to pay £30 per month less tax 
there was substituted a promise to pay 
£30 per month free of tax — that is, an 
additional sum was payable. In an action 
by the wife to enforce this second 
promise, the husband claimed that his 
promise to pay the additional sum was 
made without consideration, and was 
not, therefore, enforceable against him. 


The trial judge found that the original 
agreement did not truly reflect the 
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parties’ intentions, which were that the 
wife should have £30 per month free of 
tax, and he held that the second promise 
was enforceable. In his view it was 
given for a_ sufficient consideration, 
namely, the removal of doubt as to the 
effect of the original deed. On appeal, 
the court of appeal agreed that the 
second promise was enforceable against 
the husband, but for a different reason. 
In that court’s view, there was no doubt 
as to the effect of the original deed; the 
only doubt was whether it really carried 
out the parties’ intentions. The finding 
that it did not do so meant that the wife 
could have taken action for the rectifica- 
tion of the original agreement to make 
it accord with their intentions, and such 
an action would have had some prospect 
of success. That being so, it was possible 
to hold that the second agreement was 
executed for a sufficient consideration, 
namely, it represented a compromise of 
the wife’s possible action for rectification. 
Therefore, the second promise was a 
valid and enforceable one. 


Validity of Deed of Assignment 


The bankruptcy case of Re Peters’ 
Deed of Assignment (1960) A.L.R. 
669 contains a discussion of the 
extent to which provisions of the 
Bankruptcy Act 1924-59 (Clth.), 
not otherwise applicable to deeds 
of arrangement under Part XII of 
that Act, may properly be incor- 
porated in such deeds. 


The debtor executed a deed of assign- 
ment under Part XII which was then 
lodged with the Registrar in Bankruptcy 
for registration. The Registrar, however, 
had doubts whether the deed should be 
registered, and the matter was therefore 
referred to the Bankruptcy Court. 


The deed took the form of an assign- 
ment of property to trustees on certain 
trusts, and contained two provisions the 
validity of which was questioned. The 
first was clause (5), which empowered 
the trustees under the deed to do all or 
any of the acts matters and things set 
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out in Sections 107 and 108 of the Bank. 
ruptcy Act. Section 107 prescribes a 
list of powers exerciseable by a trustee jn 
bankruptcy only with the sanction of 
the creditors or the committee of inspec. 
tion or the court, and Section 108 em. 
powers the trustee in bankruptcy, again 
with the sanction of the creditors, to 
allow the bankrupt to manage his pro- 
perty. But in authorising the trustees to 
exercise these powers the deed provided 
that they could do so without the sanction 
of the creditors, the committee of inspec- 
tion or the court as the case may be. An 
earlier decision had held that similar pro- 
visions in a deed under Part XII made 
the deed invalid and thus incapable of 
registration, and this fact led to the 
doubts expressed by the Registrar. 


Clyne, J., held, however, that a deed 
of arrangement under Part XII may 
contain any reasonable provisions requi- 
site to give effect to the purposes of the 
deed if they are such as do not contravene 
those provisions of the Act made applic- 
able to deeds under Part XII, and as 
Sections 107 and 108 were not made 
so applicable, clause (5) of the deed did 
not contravene any of the provisions of 
the Act applicable to deeds under Part 
XII. 


The second clause to which exception 
was taken was clause (7), which em- 
powered trustees under the deed to refuse 
to grant a release to the debtor, or to 
suspend any such release. It was felt that 
this might be bad as conferring on the 
trustees a judicial power which was 
properly exerciseable only by a court. 
But his Honour held that this was not 
so. The power in question was given 
to the trustees by the agreement of the 
parties to the deed, and was not a judicial 
power to be committed only to a court. 
It did not contravene any provision of 
the Act, either, and its inclusion in the 
deed did not render the deed void and 
incapable of registration. 


Consequently, neither clause (5) nor 
clause (7) provided a ground on which 
the Registrar could refuse to register the 
deed. 
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REGISTER OF MEMBERS 


Listing the names of members of the Aus- 
tralian Society of Accountants and of The 
Australasian Institute of Cost Accountants who 
have been advanced recently in status with 
the names of new members and those whose 
names for various reasons have been removed 
from the registers. 


Australian Society of Accountants 


VICTORIA 
Provisional Associates: Drew, R. A.; Fer- 
S.; Fowler, G. K.; Longmuir, N. R.; 
Ta, F TF Cis Wales, BB. d3 


Associates: Andrews, N. F.; Beames, M. G.; 
Beames, R. J.; Braunstein, H.; Brick, K:: 
Butterley, L. H. J.; Counsel, A. B.; Currie, 
D. A.; de Bilauw, P.; Do — we FF: 
Halliday, A. W.; Hamilton, B. J.; Mahony, 
J. G.; Mitchell, K. L.; Moon, B. E.; McCashney, 
J. G: Nagle, T. McK.; Newcomb, se = 
Paull, R. L. B.; Pride, D. I.; Scott, N. J.; 
Simmons, B. R.; "Stewart, PF. 2.3 Thorne, R. J.3 
Went, P. G.; Williams, Cc. M. 


Advanced to Associate: Baker, A. R.; Con- 
way, J. M. P.; Marriott, R. G.; Morley, B. J. 
Removed from Register: Deceased :— 
Abourizk, T. A.; Barry, B. R. W.; David, 
T. A.; Gilmore, A. G.; Grant, H. J.; Homer, 
E. T.; Long, V. W.; Matthew, W. H.; McIndoe, 
G. B.; Weir, J. L.; Young, 8S. G. Resigned :— 
Henry, W. J. N. 
ye —Rain, D. K.; Bowden, H. H.; Clarke, 
N. A.; Fleming, T. A: Hutton, J. H.; Kelleher, 
J. H; Knight, I. B.; MacKinnon, I, K.: 
McCormick, M. J. 


NEW SOUTH WALES 
Se age Associates: Abrahams, P. C.; 
Attwood, G. A.; Bock, K. W.; Chan, T. T-S.; 
Cc Edwards, J. D.; Farrington, 
K. Z Godden, R. W.; Jeffreys, R. J.; Jones, 
R, G: Lennox, R. c.; Lo, K. K. W.; Lynch, 
G. R.; Pong, H. H. F.; Suters, W. E.; Thorne, 
W. R; Walton, J. &. 
Associates: Alexander, J. D.; Back, R. D.; 
Bell, D. F.; Bennett, R. J.; Cairns, W. C.; 
; Eadie, N. L.; Gandy, J. H.; 
, D. H.; Heber, W. J.; Henderson, 
. A; Hoyle, L.; Kavanagh, J. M.; Kilcoyne, 
35 Lambert, J. M.; Lawrence, W. E.; Lawson, 
R. Logan, D. L.; Meagher, R. W.; Murray, 
I; McManus, N. J.; Nixon, J. R.; 
OBrien, E.; Phillips, B.; Prince, R. A.; 
Reuvekamp, B. C.; Robinson, G. L.; Ryan, 
8. B.; Shannon, J. A.; Simons, G. F.; Walsh, 
Hy } eee A. M.; Williams, E. K.; Windel, 


Advanced to Associate: Baxter, D. W.; 
Beverley, K. R.; Furness, D. C.; Kahn, E.; 
Lamerton, N. C.; Long, J. W.; Meyer, E. : 
Morris, W. F.; Newton, W. 
C. F.; Robertson, G. S.; 


B.; Openshaw, 
Robertson, M. H.; 
Thomason, B. E.; Walmsley, R. K.; White, 


Advanced to Fellow: Bruell, K.; Herkess, 

A; Lewis, = Ue 

premoved from Register: A ge eee oe 
H.; Fowler, G. S.; Humphreys, A. 

a R. C.; ‘Johnman, W.; Kirkup, R. T.; 

Stayner, F W. Resigned +—Barcley, i eX: 
8, K. D.; Harrington, J. E. V.; Haynes, 


Ly. Roberts, W.; Trinks, D. E.; Wakeham, 
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QUEENSLAND 
Provisional Associate: Crooke, R. E. 
Associates: Brown, H. G.; Chaston, A. 8.5 
Cholakos, L. J.; Davidson, L. J.; Fredericksen, 
R. K.; Jolly, N. F.; Millar, ‘A. J.3 O'Neill, 
ae ®: Warry, A. J. 
Advanced to Associate: Bow, L. J.; Utting, 


Advanced to Fellow: Donnelly, A. S. 
Removed from Register: Deceased:—Gilbert, 
W. R.; Tuttle, O. G. Resigned:—Sinclair, E. G 


WESTERN AUSTRALIA 
Provisional Associates: Chan, Y. S.; Cheah, 
, as Cae. EK. Wi: Cale, ¥. F.5 "Hassan, 

H. A. &: Hill, D. H.; Kon, S&S. 8.; Neg, &. 
y= erg. I. G.; Soh, H. "HL: Tan, E. L.; 
Teo, C.; Tso, Y. P., Miss; Yoong, K. H. 
AR Boag, D. A.; Broadbank, W. E.; 
Brown, R. J.; Burton, F. H.; Butler, M. C., 
Mrs. ; Creeper, D. J.; Cruickshank, J.3 
Dawson, R. F.; Evans, D. A.; Evans, J. P.; 
Gadsdon, G. J.; Gibson, N. W:: Heron, W. C.; 
Hobley, J.; Jones, D. J.; McBean, W.; Pervan, 
AB: M.; Stronach, K. N.; Tindall, A. A.; Wells, 
nddanees to Carter, J. F.; 
Jumeaux, C. . 
ie Sanees to Fellow: Bowman, J.; 


Removed from Register: Deceased:—Hall, 
G. E. Resigned:—Taylor, E. A. 


SOUTH AUSTRALIA 

Provisional Associate: Tan, N. S. L., a. 

Associates: Ralfour, A. J.; Carr, P. 
Cigler, J.; Crichton, D. H.; Daly, R. S.; Dix: 
L. F.; Fabian, R. E.; Geekie, D. L.; Gilmour, 
W. J.; Hauser, J. L.; Hayter, N. D.; Hogben, 
B. F.; Huebl, E. C.; Hutchens, D. F.; Kater, 
D. A.; Kavanagh, D. J.; Kewal, E. A.; Mil- 
drum, J. S.; sere, T. C.; Olsen, P. H.; 
Partington, D.; Peake, R. -f Richardson, 
B. G.; Schwerdt, C. J.; Shinkfleld, N. J.; 
Southern, J. W.; Stacy, = wes Tansell, E. J: 
Tomlinson, G. Ww:: Tucker, P.; Urban, P. 

Advanced to Associate: Miller, J. W. H. 

Advanced to Fellow: Knox, L. 

Removed from Register: Deceased:—Arnott, 
N. O.; Ash, A. A.; Chynoweth, R. W.; Cobiac, 
L. W:: Kieselbach, H.; Luxton, C. C.; Wilson, 
A. C. Resigned :—Earle, L. B.; Francis, H. 8.; 
Morcom, A. J.; Siggins, D. 


TASMANIA 


Removed from Register: Deceased:—Hibbard, 
L. L.; Roberts, H. E. 


Associate: 
. 2 


Jewell, 


The Australasian Institute of 
Cost Accountants 


VICTORIA 
Provisional Associate: Galbraith, G. F. 
Associate: Duffy, P.; Fysh, L. M.; Hunting, 
ze. me McCulloch, S.; Smith: H. H.; Tregear, 


Advanced to Associate: Morley, B. J.; Nash, 
‘Advanced to Fellow: Brindley, F. J. 


NEW SOUTH WALES 

Provisional mrt Dixon, , = J.; Lam- 
bert, R. H. Y.; L 

Associates: Barlow, 
Camps, K. W.; Clift, R._ 

Fllis-Jones, H. V.; Hall, i F. G.; Leipsis, 
E.; Moore, R. K.; Scott, M. N.; Stronach, 
N. A.; Thomason, B. E. 

Advanced to Associate: Bullman, R. W. 


SOUTH AUSTRALIA 
Associates: Grulich, J. B.; Hackworth, P.; 
peergen. DBD. C3 Richardson, B. G.; Williams, 
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Letter to 


SALES TAX CERTIFICATES 


The Editor, Sir — 


Mr. Classon’s letter in the January issue of 
The Australian Accountant raises several im- 
portant points, the principal one being the 
ignorance of some commercial organisations 
of the Sales Tax Act. 


There is really no excuse for this because 
the Sales Tax Department publishes a compre- 
hensive and useful book on Sales Tax Law, 
which is obtainable from the Department at 
a nominal charge and, in addition, the New 
South Wales Division of the Australian Society 
of Accountants issued the publication “Sales 
Tax Highlights” by Mr. H. R. Irving, F.A.S.A.., 
based on a lecture given by him in Sydney in 
1957. This is a very handy booklet. 

The most common sales tax certificate is 
form “C” (S.T. Reg. 16(i) ) and the law 
provides for it to be set down in full and 
signed by the Public Officer or his deputy. 
Contrary to common belief, a certificate is not 
quoted by a mere intimation either verbally 
er in writing and the law does not protect the 
vendor who has accepted such quotations. 


It should also be noted, that where goods 
are ordered by telegram, a certificate may be 
quoted in resp ‘ct of the purchase by including 
in the telegram the words “Certificate quoted”. 
The confirmation of this telegram should, how- 
ever, embody the certificate properly drawn 
and signed. 

The greatest difficulty seems to arise from 
conditional exemptions and this is fully 
covered in para. 517 of the Sales Tax Law 
1930-1938. (See also Sales Tax Ruling No. 
7/1957). 

There are five forms, “A” to “E” 
the more common ones being:— 

Certificate ““A’» — “to be given by a primary 
producer or other person who acquires the 
goods for use by him for an exempt purpose.” 

Certificate “B’ —“to be obtained by regis- 
tered persons from a country storekeeper and 
any other trader (not being a registered person 
who has quoted his certificate) who purchases 
conditionally exempt goods for resale to 
persons who require them for exempt pur- 
poses. 

Certificate ““D’ —“to be obtained by regis- 
tered persons, from country storekeepers and 
other unregistered retailers, and lodged with 
the Department in support of claims for re- 
funds in respect of goods sold to those store- 
keepers, etc., who have subsequently resold 


inclusive. 


the Editor 


the goods to persons who will use them for 
exempt purposes.” 


It should be noted that where goods are 
supplied to traders (not being persons who 
have quoted certificates of registration) for 
resale in exempt circumstances, the certificate 
to be obtained by the supplier should take the 
form of Certificate “B”. In these cases, the 
retailer must be in a position to know, for 
example, by holding Certificate “A” or other 
documentation, that the end purchaser will use 
the goods exclusively, primarily and principally 
within the terms of the exemption. ‘ 

Retailers who purchase goods for a common 
stock for resale in taxable or exempt circum- 
stances are therefore not entitled to acquire 
the goods free of sales tax by furnishing 
Certificate “B’ and tax should be charged 
in respect of those sales to such persons. 

Where the retailer sells in exempt circum- 
stances goods which have borne tax at the 
time of purchase, he should obtain Certificate 
“A” from the user and claim credit for tax 
involved from the supplier by means of Certi- 
ficate “D”. 

The “purpose of use” section of Certificates 
“A”, “B” and “D” should be completed in 
such a manner as to clearly establish that the 
goods are for use in circumstances covered by 
the particular exemption. 

Some time ago the Commissioner of Taxa- 
tion, in Canberra, directed that exemption 
certificates given in respect of motor vehicles 
should be submitted to the Deputy Commis- 
sioners for approval before the sale is com- 
pleted. Whilst this action is not necessary 
with regard to other goods, a ruling should 
be sought in any case where doubt exists 
concerning the purchaser's entitlements to 
exemption. 

I am not in agreement with Mr. Classon’s 
contention that the Sales Tax Department 
should advertise in the daily press the require 
ments to be fulfilled. The law under discussion 
is just another thing which all persons em- 
ployed in commerce have to understand and 
the responsibility is placed fairly and squarely 
on their shoulders. 

I do believe however that it would be of 
material assistance if Mr. Irving’s lecture were 
republished for distribution to all members 
and there was, from time to time, mention in 
the journal of salient points in the Sales Tax 
Law. 

G. WEYNTON, A.A.SA., 


Bonbeach, Victoria 
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Time Saving Ideas 


FOR HANDLING FEES RECEIVABLE RECORDS 
IN A PUBLIC ACCOUNTANT’S OFFICE 


By R. G. BITTNER, A.A.S.A. 


HE practices of many public account- 

ants are growing rapidly and it is 
important that every routine activity 
should be streamlined to save time and 
costs. 


A considerable amount of non- 
chargeable administrative time may be 
saved — or wasted — in the handling of 
debtors’ records in a public accountant’s 
office. 


Described below are three ideas that 
were found of practical application and 
value in this regard in the office of the 
author. 


Debtors’ Records 


The majority of clients’ accounts are 
rendered yearly, after the completion of 
the annual tax return; a few are rendered 
quarterly or half-yearly and practically 
none are rendered monthly. 


A debtor’s account would have, in 
most cases, only one debit and credit 
entry in each year. A “live” list is 
required at all times, but there is no point 
in keeping “inactice” debtors’ accounts, 
the amount of the fee charge being 
noted in the time records. (Note: The 
time records kept up to the point of 
preparing the account are not dealt with 
ere.) 


An efficient method was achieved by 
installing a strip index type of binder, 
designed to take a quantity of individual 
half inch wide strips on each page. These 
strips are easily inserted, slid apart or 
removed. Each account rendered is 
recorded on such a strip, inserted in the 
binder in alphabetical sequence — and 
removed when the account is paid. Suit- 
able columns are ruled on the strips for 
details such as dates and disbursements 
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included in the account. Removed strips 
are destroyed periodically, after a control 
account has been taken. The result a 
debtors’ ledger which is at the same time 
a permanently up-to-date debtors’ list. 


Statements and Receipting 

Clerical time, postage and stamp duty 
being as costly as they are, it was desired 
to use a minimum of all three in dealing 
with accounts receivable. Statements 
were designed to fit window-faced enve- 
lopes and a “no receipt unless requested” 
procedure adopted. The statements used 
are octavo size and a section at the foot, 
a little smaller than 1/3 of the total size, 
of the statement is detachable. The top 
portion bears space for the client’s name 
and address, the address of the public 
accountant, sufficient space for such 
detail as we normally render on our 
accounts, a “box” for the client to insert 
the date of payment and cheque number 
and the request to the client to “keep 
this part as your record of payment. 
Receipts will not be issued unless 
requested by forwarding both parts of 
this statement.” 


The lower portion exhorts the client 
in fairly large print to “please return this 
part only with your payment”, provides 
space for his name only and has a small 
monetary section, three lines underneath 
each other providing details of “fees”, 
“disbursements”, and “total”. This sec- 
tion is filled in by a member of our office 
staff when rendering the account and 
when this portion is received back with 
a cheque, the disbursements, if any, are 
noted by us on the face of the cheque 
and thence on our copy of the bank 
deposit slip, thus enabling recovered 
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disbursements to be eventually recorded 
in the cash book separately from fees 
without the necessity to refer back to 
any other record. 


Experience has shown that no more 
than 5% of clients return both parts of 
the statement. Result— no time wasted 
in writing receipts and envelopes and 
eightpence saved on each incoming pay- 
ment. 


Recording Disbursements 


We wished to arrange a system for 
recording disbursements, of a simplicity 
commensurate with the relatively petty 
nature of the matter. There was no point 
in spending 5/- worth of time in record- 
ing the use of a 2/6 journal. This is how 
it was done. The person responsible for 
rendering accounts keeps readily access- 
ible on her desk a small loose-leaf note- 
book, alphabetically indexed. Other staff 


members were instructed not to distract 
her from her work when appropriating 
some books from stock for a certain 
client (the cost of books is recorded on 
the covers when purchasing supplies) or 
returning from lodging some document 
with the Registrar of Companies, but to 
write the client’s name, amount and 
nature of the disbursement on a slip of 
paper and put it in the notebook on her 
desk. These slips she enters in her book 
periodically and refers to it when render- 
ing accounts, crossing off those entries 
which she has now charged to the client. 
Result — disbursements fully recovered 
at almost no administrative cost. 


Each of the above procedures may 
seem of a trivial nature. However, in 
total they add up to a considerable 
amount of skilled time being made avail- 
able for productive instead of unproduc- 
tive work. 





BOOK REVIEW 


History of Public Accounting in the United 
States, by James Don Edwards (M.S.U. 
Business Studies, Michigan State Uni- 
versity) pp. XITV+368. $6.50. 

The spectacular advance of the accoun- 
tancy profession in the United States is ample 
justification for placing on record the story 
of its achievements. And we are made aware 
of the growth in numbers when we read that 
the London Post Office Directory of 1790 
listed one accountant, that there were approxi- 
mately 250 Certified Public Accountants in 
the U.S.A. in 1900, and that subsequent growth 
has raised the number to 65,000. 

Professor Edwards shows how the practice 
of accountancy came to the United States by 
way of England and Scotland, leading later 
to the establishment of branches of overseas 
practices and hence originating in independent 
American firms, many of which reached the 
forefront of the profession. 

In Chapter ITI a clear distinction is made 
between certified and non-certified public ac- 
countants. The definitions of accountancy 
terms also set out in this chapter should be 
interesting to all accountants, in particular the 
diferences, often very slight, exhibited in the 
laws of the various States. The Committee on 
Terminology of the American Institute of 
Accountants’ definition reads:— 

“Accounting is the art of recording, 
classifying and summarizing in a signifi- 
cant manner, and in terms of money, 
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transactions and events which are, in part 
at least, of a financial character, and in- 
terpreting the results thereof.” 

The volume’s next five chapters are con- 
cerned with developments in five sharply 
differentiated periods. Chapter IV _ cover 
1748-1895; in it we see partnership and firm 
taking the place of individual practice, and 
the first professional organisations in the 
formative stage. The period closes in 1895 
with accountants in States as far apart as 
California and New York seeking legislation 
to obtain legal recognition and the licensing 
of public accountants. 

Chapter V deals with the period 1896 to 
1913. These were years of great expansion of 
the profession and its organisation, of ac- 
countancy education and of increasing inter- 
est of State legislatures in the accountant and 
his functions. The Certified Public Accountant 
was first given legal recognition in the State 
of New York in 1896, and other States soon 
followed this lead, though the attempt to get 
Federal legislation was unsuccessful. 

The New York Act provided for the ap 
pointment of a Board of Examiners, and this 
Board held its first examination in December, 
1896*. Still, it was two years before the first 
certificate based on examination was issu 

The first issue of The Journal of Account- 
ancy, as the official organ of the profession, 
appeared in November, 1905, and in 19II 


* The text of this examination is given i 
Appendix A (pp. 328-335). 
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direct control of the journal was taken over 
by the American Association of Public Ac- 
countants, an amalgamation in one national 
organisation which was one of the factors that 
hastened recognition by the legal profession of 
the value of the accountant. The first inter- 
national congress of professional accountants 
was held at St. Louis in 1904. 

A tax on corporation income became law 
in 1909 in the face of the criticisms of the ac- 
countancy profession, and, when the six- 
teenth amendment of the constitution in 1913 
paved the way for a general income tax, Con- 
gress asked for and received the advice of 
public accountants. The resulting legislation 
(including the excess profits tax of 1917) gave 
a great impetus to the work of the profession. 

Chapter VI is concerned with the years 
from 1913 to 1948. An attempt to restrict the 
practice of public accounting in Oklahoma 
to certified public accountants was declared 
unconstitutional in 1917. The steps leading to 
the formation of the American Institute of 
Accountants in 1916 and the American 
Society of Certified Public Accountants in 
1921 are set out, and we learn of the establish- 
ment of the Institute’s library and, in 1926, 
its Bureau of Research. 

A committee of the Institute drew up a 
report in 1917 at the request of the Federal 
Reserve Board. This was published by that 
board with the title Approved Methods for 
the Preparation of Balance Sheet Statements 
and adopted by it as semi-official. 

Progress from 1928 to 1949 is dealt with in 
Chapter VII. The depression led to greater 
teliance by businessmen on the accountant 
and in 1929 the publication referred to above 
was revised and issued as Verification of Fin- 
ancial Statements. 

The requirements of the New York and 
Chicago stock exchanges were important in 
their impact on the work of accountants and 
the passing of the Securities Act in 1933, 
followed by the establishment of the Securi- 
ties and Exchange Commission led to the for- 
mulation of somewhat rigid standards to be 
adhered to by accountants. The well-known 
McKesson and Robbins case is only one of a 
— of important cases examined in this 
work. 

In 1936 the Institute and the Society amal- 
gamated, retaining for the new body resulting 
from the merger the title of “American In- 
stitute of Accountants” and from 1938 gradu- 
ation from college became a pre-requisite to 
permission to take the C.P.A. examination, 
thus raising the educational standards of the 
profession. 

_ Chapter VIII is entitled “Public Accounting 
in the United States during the 1950s.” The 
profession has gone from strength to strength, 
has gained added respect and increasing re- 
cognition by governments, by the general pub- 
lic, by businessmen and by the legal profes- 
sion. Some smoothing, but not the complete 
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removal of matters of disagreement with the 
latter has also resulted from the establishment 
of the National Conference of Lawyers and 
Certified Public Accountants in 1951. “A 
significant development in the public ac- 
counting profession . . . in the decade of the 
1950s was the growth in the management 
services field.” (pp. 206-210). 

In 1958 the Council of the Institute pro- 
vided for the expenditure of 50,000 dollars on 
an education programme, and following the 
institution of a Special Committee on Research 
in 1957, an Accounting Principles Board was 
set up in 1959. This Board formulated a re- 
search programme which was approved by the 
Council of the Institute. 


The “American Institute of Certified Public 
Accountants” became the new designation of 
the Institute in 1957 and it could claim 35,000 
members in 1959. Its Committee on Profes- 
sional Ethics has made a number of helpful 
pronouncements and the Securities and Ex- 
change Commission has exercised a significant 
influence on the work of the profession since 
its establishment. 

It has been impossible in a short review to 
deal adequately with many important matters 
treated by Professor Edwards in this book, 
which will be a standard work of reference 
for all accountants not only in America, but 
also in other parts of the world. 

Ww. 





CASUAL WORK FOR UNIVERSITY 
STUDENTS 


As in previous years, the respective ap- 
pointments Boards of the University of 
Sydney and the University of Melbourne are 
trying to find part-time jobs for students. 

Most students want permanent part-time 
jobs that can be done at night or at week-ends. 
Some have a certain number of free periods 
during the week also. The hours that students 
are available for part-time work during term 
vary from approximately six to 20 per week, 
with most students requiring about ten hours’ 
work per week. 

Students are prepared to do almost any 
kind of work, but driving, garage and cleaning 
work and store sales, clerical and market re- 
search jobs are among the most popular. 

During vacations students are available for 
full-time work. The respective vacation 
periods are as follows:— Sydney: 13 May to 
4 June; 5 August to 3 September; 9 December 
to 28 February. Melbourne:— 20 May to 
4 June; 5 August to 3 September; mid- 
November to mid-March. 

If you could employ a student in Sydney 
please telephone Miss Wroe, MW 5106 or 
MW 1720, or in Melbourne, Miss Margaret 
Campbell, FJ 0484, extensions 378 and 521. 
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News and Notes 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


VICTORIA 


Monthly Luncheon 

Mr. L. V. Maddocks, A.A.S.A., captain of 
the Victorian XI and a former Test wicket- 
keeper was the speaker at the Division’s 
luncheon held at the Victoria Limited on 14 
March, his subject being “Highlights of the 
1960-61 Cricket Season”. 

His talk was a most interesting travelogue 
describing his visit to the West Indies three 
seasons ago which introduced a penetrating 
character study and cricket form comment- 
ary on members of the West Indies’ team 
which recently visited Australia. 

Mr. C. K. Davies, State president thanked 
Mr. Maddocks for his excellent address. 


BALLARAT BRANCH 

Annual Meeting 

The eighth annual general meeting of the 
Branch was held on 22 February, with Mr. 
R. D. Mosman, chairman of the Branch 
Council, presiding. Messrs. N. A. Crouch, 
E. Coulson, W. M. Cuthbertson and H. C. 
Evans were re-elected to the Branch Council, 
and Mr. John P. Cook was elected auditor. 

The well-attended meeting was followed by 
a dinner and social evening, amongst those 
present being representatives of the Victorian 
Divisional Council, Geelong Branch, Aus- 
tralasian Institute of Cost Accountants, and 
Institute of Chartered Accountants in Aus- 
tralia, Chartered Institute of Secretaries and 
local municipal and business interests. Mr. 


Mosman welcomed the guests and reviewed 
briefly the Branch’s successful activities during 
the year. 

Mr. D. G. Gaunt, LL.B., president of the 
Ballarat Law Association, proposed the toast 
to the Society. He made mention of the spirit 
of close co-operation which existed between 
the Law Institute and members of the Society 
in their day to day work. Mr. Gaunt paid a 
special tribute to the work being done by the 
Society in developing higher accounting stan- 
dards in South-East Asia. 

In response Mr. C. K. Davies, A.AS.A, 
State president, summarised the more impor- 
tant activities of the Victorian Division during 
1960 and invited branch members to par- 
ticipate in the various discussion groups being 
held in Melbourne as well as attending some 
of the regular monthly luncheons of the 
Society. He was supported by Mr. L. Kefford, 
chairman of the Geelong Branch Council. Mr. 
Davies also presented a certificate of mem- 
bership to Mr. P. A. Pollard. 

The guest speaker was Mr. D. L. Canavan, 
B.Com., A.A.S.A., Deputy Commissioner of 
Taxation, Income Tax — Victoria, who took 
as his subject “Taxation Incidents”. In draw- 
ing from his wide experience during his years 
in the Department, Mr. Canavan set out the 
events which, in his opinion, were of the 
greatest impact on taxation in Australia, such 
as the introduction of uniform taxation; the 
contributions made toward the improvement 
of the taxation legislation through the various 
Royal Commissions held; the increase in the 
number of taxpayers from 113,000 in Victoria 
in 1916 to approximately 1,500,000 in 1960 
with the increase in income tax assessment 
totalling £654,000 in 1916 to £190,000,000 in 
1960; the increase in the number of registered 
tax agents to 370,000 in the Commonwealth 
and the great improvement in public relations 





AUSTRALIAN SOCIETY OF ACCOUNTANTS—VICTORIAN DIVISION 


CYCLE BILLING CONVENTION (Afternoon) 


This convention will be held in the Byrne 
and Neeson Rooms at the Employers Federa- 
tion Building, 314 Flinders Street, Melbourne, 
on Thursday, April 20, between the hours of 
2 p.m. and 5.10 p.m. Afternoon tea will be 
served and the fees payable are £1/10/- for 
members and £2 for non-members. 


PROGRAMME 

Members are asked to be present in the 
Byrne Room, Employers Federation Building, 
by 2 p.m. 
2.10 p.m. Chairman’s opening remarks. 
2.20 p.m. “Cycle Billing—Its Techniques and 

Place in Modern Business”, by Mr. R. M. 

Hadley, F.A.S.A., manager, Electronics 
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Division, The National Cash Register Co. 
Pty. Ltd. 

3.00 p.m. “Cycle Billing — Practical Ex 
periences in a Recent Change Over from 
Monthly to Cycle Billing”, by Mr. B. McK. 
Revill, A.A.S.A., assistant accountant, The 
Myer Emporium Ltd. 

3.40 p.m. Afternoon tea. 

3.55 p.m. Demonstrations of equipment. 
Members will break up into groups, each of 
which will witness a demonstration of 
equipment provided respectively by: Bur 
roughs Ltd., The National Cash Register 
Co. Pty. Ltd., and Kodak Pty. Ltd. 


5.10 p.m. Chairman’s closing remarks. 
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between the Department, tax agents and tax- 
payers. Mr. Canavan supported his com- 
ments with interesting excerpts from judgments 
of the courts. He expressed appreciation for 
the co-operation which he received from tax 
agents in Victoria. 

The toast to the guests was proposed by 
Mr. J. H. Heinz, A.A.S.A., deputy chairman 
of the Branch Council, who paid a tribute 
to the work of Divisional Council, as well as 
the contribution made to the community by 
members of municipalities and other bodies 
who were represented at the function. Re- 
sponses were made by Councillor A. D. 
Mason, representing the Mayor of the City of 
Ballarat, and Mr. Dudley Erwin, M.P. 


Obituary 

We record with regret the passing of Mr. 
§. G. Young, a member of the Society who 
had given many years’ service to the pro- 
fession, particularly in the field of public 
accounting. He was a member of the firm of 
Messrs. Morton Watson & Young, public 
accountants. Mr. Young was elected to the 
Victorian Council of the Commonwealth In- 
stitute of Accountants in 1942. 

He served on several of the Institute’s com- 
mittees and was appointed State vice-president 
in 1946 and 1947 and State president in 1948 
and 1949. He was chosen to represent the 
Division on the General Council of that In- 
stitute in 1950, and he served on several of 
its committees and supervised the finances of 
the Institute as honorary treasurer from 1950 
to 1952. 

He took an active part in the negotiations 
which culminated in the consolidation of the 
profession by the formation of the Australian 
Society of Accountants in 1952 and he con- 
tributed to the solution of the problems of 
organization which arose from the amalga- 
mation by serving as a Victorian Division 
Councillor in 1953 and 1954. 

Many members will remember with grati- 
tude and appreciation his devoted service to 
the development of the profession. 


Personal 


Mr. Geoffrey W. Chenoweth, A.A.S.A., has 
commenced public practice at 31 Queen Street, 
Melbourne, C.1, 


QUEENSLAND 


Members’ Luncheon 

The first luncheon for the year was held at 
Lennons Hotel, Brisbane, on 20 February. 
The ‘speaker, Mr. Ron Brady, a well-known 
television announcer of A.B.Q. Channel 2, 
told the 100 members present about television 
under the title “Behind the Scenes in T.V.” 
He described the detailed preparatory work 
necessary before a programme could be pre- 
sented and included many interesting anec- 
dotes in his address. 
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Evening Meeting 

One hundred and ten members attended the 
February evening activity at which two tech- 
nical films were shown. The film, “Internal 
Organisation” was commented on by Mr. 
D. A. Gray, F.A.S.A., secretary and director 
of Appleton Industries Ltd., and Mr. J. 
Wallace, A.A.S.A., of Butler Bros. Aust. Pty. 
Ltd., spoke on the film, “Work Study in the 
Office”. The commentators’ remarks were 
followed by a general discussion. 


1961 Programme 


The details of the monthly lecture pro- 
gramme covering subjects and speakers appear 
below. 

April: “Aspects of Proposed Company Legis- 
lation”, by Mr. W. A. Park, B.Com., 
F.A.S.A. 

May: “Creative Management of Inventories”, 
by Mr. W. A. Dick, Messrs. Fuller, King 
& Co., Melbourne. 

June: “The Nature of Income”, by Mr. J. A. 
L. Gunn, C.B.E., of Sydney. 

July: “Company Finance” (Symposium), by 
Messrs. J. L. Amies, C.B.E., F.A.S.A., 
L. W. H. Butts, solicitor, and A. Hale, 
stockbroker. 

October: “The Accountant’s Role in Report- 
ing to Management”, by Mr. A. J. Stratigos, 
branch manager, Ford Motor Co. 

November: “Decimal Currency”. 
to be announced later.) 


COUNTRY GROUPS 

The first annual meeting of the Mackay 
discussion group was held on March |. The 
formalities of the evening were followed by a 
talk on “Industrial Psychology”, by Mr. 
Floyd McGrath, M.A. 

North Queensland members are reminded 
to enrol early for the Mackay Convention to 
be held on 26 to 28 May. Additional copies 
of the brochure are available from the Society's 
office. 

On 20 February, Mr. A. W. Jacob, 
A.A.S.A., delivered a lecture to members of 
the Lower Burdekin Study Group, under the 
title “Bank Clearing Systems”. 


(Lecturer 


NEW SOUTH WALES 


Personal 

The following changes have been made in 
the composition of the firm of Messrs. E. S. 
Wolfenden & Co. Mr. E. S. Wolfenden, 
founder of the practice, has retired from the 
firm but will continue in practice at the same 
address as a consulting accountant and actuary 
The firm’s Melbourne practice and that of 
Mr. H. E. Touzel, have been merged and 
the combined practice will be carried on under 
the name of E. S. Wolfenden & Co., at 108 
Collins Street, Melbourne, with Mr. Touzel as 
resident partner. Consequent upon the above 
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merger, Mr. E. C. Titterton, formerly resident 
partner in Melbourne, has returned to Sydney. 
Mr. D. J. Fraser has been admitted as an 
associate partner. 


COOMA DISTRICT GROUP 


Annual Meeting 

The annual general meeting of the Group 
was held at the Alpine Hotel, Cooma, on 1 
March, following a dinner. The annual re- 
port and statement of receipts and payments 
for the year ended 15 December, were re- 
ceived and adopted on the motion of Messrs. 
K. G. Ernst and N. R. Little. The following 
were elected to office:— chairman: Mr. A. W. 
Rackham; hon. secretary: Mr. G. W. Good- 
win; Committee: Messrs. N. R. Little, O. J. R. 
Johnson, A. W. Rackham and L. Stringer; 
Auditor: Mr. K. G. Ernst. 


Lecture Evening 

A general meeting of the Group was held 
at Cooma North on 22 February. The presi- 
dent, Mr. A. W. Rackham, occupied the 
chair and welcomed members and visitors, 
fifty-five being present. 

The guest speaker, Mr. C. T. Colquhoun, 
Canberra manager for Messrs. A. D. Meares 
and Bishop, sharebrokers, spoke on “Invest- 
ments and the Working of the Stock Ex- 
change”. His address was illustrated by the 
showing of three films. A vote of thanks to 
Mr. Colquhoun was moved by Mr. A. S. 
Humphery. 


SOUTH AUSTRALIA 


Bowls Evening 

The annual bowls evening took place under 
ideal conditions at the South Park Bowling 
Club on 15 February. Approximately 40 
members took part and the trophies were won 
by a rink skippered by Mr. R. T. Robjohns. 


February Luncheon 

The guest speaker at the February luncheon 
was Mr. Warren Bonython, B.Sc., who is in 
charge of the I.C.I. Salt Works at Osborne. 
He gave a most interesting talk on Lake 
Eyre to which he has made several trips on 
behalf of the Royal Geographical Society of 
Australasia (South Australian Branch) of 
which he is president. His more recent visits 
to Lake Eyre were in the capacity of consul- 
tant to B.P. Australia Limited which is under- 
taking a survey of Lake Eyre with a view to 
the possibility of the world land speed record 
being staged there. 


State Convention 

The 1961 State convention will be held at 
Victor Harbour from 16 to 18 June. Ar- 
rangements for the convention are well in 
hand and the Divisional Council looks for- 
ward to a large attendance at this popular 
activity. 
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Group Meetings 

Members of the Mechanisation and Systems 
Group were addressed by Mr. R. C. Shana. 
han, A.A.S.A., manager of Associated Securi- 
ties Ltd., on 14 February. Mr. Shanahan 
spoke on mechanisation in relation to hire 
purchase systems and the effect of the new 
Hire Purchase Act. 

The guest speaker at the Retail Tradery 
Group meeting on 28 February was Mr. 
W. K. Walker, A.A.S.A., joint managing 
director of the South Australian Brush Co, 
Ltd. His subject was “What Management 
Expects from the Commercial Accountant”, 

Mr. A. K. Sangster, LL.B., A.A.S.A, a 
member of the firm of Messrs. Moulden & 
Sons, gave an interesting address to members 
of the Practising Accountants’ Group on 23 
February on the subject, “The Accountant 
and Estate Planning”. 


Personal 

Mr. C. A. D. Walker, F.A.S.A., has been 
appointed manager of the Adelaide Office of 
the Savings Bank of South Australia. 

Sir Frederick Drew, F.A.S.A., has accepted 
a seat on the Board of the Adelaide Steam- 
ship Co. Ltd. 

Mr. J. S. White, A.A.S.A., has been ap 
pointed secretary to the Premier of South 
Australia, Sir Thomas Playford. 

Mr. J. W. Redin, A.A.S.A., has been ap 
pointed chief accountant of the South Aus 
tralian Gas Company. 

Mr. J. M. George, A.A.S.A., has been 
appointed cost accountant of Horwood Bag- 
shaw Ltd., Mile End. 

Mr. R. J. MacKinnon, A.A.S.A., has re 
cently taken up appointment as secretary of 
American Bottlers Ltd. 

Messrs. Robins and Dillon and Mess. 
Jones and Killmier have amalgamated their 
practices and now practise as public accout 
tants in the firm name of Messrs. Jones, Kill- 
mier, Robins & Dillon at 55 Hutt Street, 
Adelaide, with a branch office at 3 Edward 
Chambers, Philip Highway, Elizabeth. Tele- 
phones: Adelaide, 8-5841, and Elizabeth, 
2283. 


WESTERN AUSTRALIA 


Personal 

Mr. R. A. Long, A.A.S.A., is at present 02 
an overseas tour. He was recently appointed 
vice-chairman of the board of West Avs 
tralian Newspapers Ltd. 

Mr. W. R. G. Mitchell, A.A.S.A., has beet 
appointed joint manager in W.A. of the Royal 
Exchange Insurance Group. 

Mr. J. P. Maher, A.A.S.A., A.C.AA,, 5 
chairman of the Totalisator Agency Board and 
Mr. H. H. Jarman, A.A.S.A., A.C.A.A., who 
is a Divisional Councillor of the Cost It 
stitute, has also joined the board. 
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FREMANTLE BRANCH 

First Luncheon 

The speaker at the first luncheon arranged 
by the newly age 4 Fremantle branch was 
Lieut. Peter Egan, R.A.N. The subject was 
“Clearance Diving and Underwater Mine Dis- 
posal”. Lieut. Egan, who is the son of the 
Western Australian State Registrar was 
stationed at H.M.A.S. Leeuwin instructing in 
this activity. 


TASMANIA 


Uniform Companies Bill 

Hobart was the venue in February for a 
further meeting of State Ministers and their 
staffs in connection with the proposal for a 
Uniform Companies Bill. The Tasmanian 
Council of the Society, in conjunction with the 
Institute of Chartered Accountants in Aus- 
tralia and the Chartered Institute of Secre- 
taries, tendered the visitors a cocktail party 
at the Highfield Hotel on 15 February. 


Luncheon Meeting 

The first luncheon meeting of members for 
1961 was held at the Y.M.C.A., Hobart, on 
10 March. The guest speaker was Mr. W. K. 
Sutton, D.T.RP. AM.T.PL, M.AP.L, 
M.RS.H., chief planner, Southern Metro- 
politan Master Planning Authority, whose 
subject was “The Future and the Southern 
Metropolitan Area”. This topical address was 
well received by the members and students 
present. 


——- + — 


AUSTRALIAN ACCOUNTANTS’ 
STUDENTS’ SOCIETY 


NEW SOUTH WALES 


Lecture on Funds Statements 
Mr. G. Howitt, B.Ec., A.A.S.A., A.C.A.A., 
opened the 1961 series of lectures with a 
detailed study of “Funds Statements and Ratio 
Analysis”. The lecturer stated that whereas 
the profit and loss account together with the 
balance sheet serve to close the accounting 
period and discharge the accountant’s duty 
of stewardship, management requires analysis 
of the results and financial position both per 
se, and relative to previous accounting, 
seriods. This is accomplished by tabulating 
the movements in the balance sheet items 
which establishes the funds statement, in a 
preliminary manner; and further, by calcula- 
ting various pertinent ratios which manage- 
ment can, in turn, interpret in a practical 
fashion. Mr. Howitt thoughtfully distributed 
extensive prepared notes containing several 
practical examples worked out stage by stage. 
Lecture on Commercial Law 
An interesting lecture was given by Mr. K. 
Hinchcliffe, LL.B., on “Commercial Law”. 
spoke on some of the important pro- 
Visions of the Sale of Goods Act, showing 
the connection between Section 9 of that Act 
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and Section 4 of the Statute of Frauds; 
Sections 15 to 19 covering conditions and 
warranties and breaches of conditions, sale by 
description, and sale by sample; Sections 26 
to 28 covering good or defective title to the 
goods. A number of cases were quoted, and 
the most important points in each discussed, 
to give a clear example of the various sections 
dealt with. Questions asked by students 
covered other branches of commercial Law as 
well as sale of goods, and they were given 
information which will be helpful in pre- 
paring for their examinations. 


Company Accounts 

On 22 February Mr. A. E. Shaw, B.Ec., 
F.A.S.A., spoke on the subject of “Company 
Accounts, other than Consolidated State- 
ments”. Mr. Shaw showed that fundamentally 
there is little difference between the businesses 
of sole traders, partnerships and companies; 
the main differences being aggregation of 
capital, joint ownership of capital, the legal 
entity of the company itself, and that the 
company as a whole acts in its own right. He 
then explained how the complexity of the 
capital structure of the company differs in 
the three stages of the business; at its incep- 
tion, during its life and at liquidation. He 
also gave a practical example of the solution 
of a problem on liquidation. Question time 
was used to advantage by students, and the 
ideas brought forward should prove helpful 
in enabling them to gain a wider concept of 
the scope of the accountant’s duties. A final 
thought that students were able to take away 
was the need for accounting to be a service 
function to management, shareholders and the 
public. 


Company Law 

“Company Law” was analysed for the 
students on 1 March by Mr. R. N. Purvis, 
A.A.S.A., who is a member of the Company 
Law Revision Committee. By discussing the 
main portions of the Companies Act, most 
of the basic legislation was brought out and 
the reasons and necessity for such as well as 
the implications were stated. Mr. Purvis sug- 
gested that the Articles of Association (Table 
A) be given close study as these are of 
utmost importance in the functioning of a 
company. He also pointed out that text books, 
e.g., Auditing — by R. A. Irish, should be 
consulted concerning payment of dividends 
and that it should be borne in mind that al- 
though the law may on occasion say “Yes”, 
accounting prudence may well counsel “No”. 


Past Examination Papers 

To oblige students, the State Registrar has 
arranged to have available for purchase until 
6 p.m. on lecture evenings, past examination 
papers and model answers thereto; also the 
general comments of examiners on the 
students’ answers which were submitted to 
papers may be obtained. 
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SOUTH AUSTRALIA 


Successful Seminar 

The first seminar conducted by the South 
Australian Division of the Students’ Society 
was held at the South Australian Institute of 
Technology on 16 February. 


The response of 230 applications for regis- 
tration was very pleasing, and it was regretted 
that the attendance had to be limited to 200. 
The Council of the Students’ Society acknow- 
ledges with thanks the invaluable support and 
co-operation of the Divisional Council of the 
Australian Society of Accountants which 
greatly helped in the promotion of this func- 
tion. 

The lectures achieved the purpose of the 
seminar in broadening the knowledge of 
students and revealing the responsibility of 
the accountant as an aid to management, a 
service to the community, and a standard to 
be acquired. 

The Council is deeply indebted to the lec- 
turers, Messrs. L. A. Braddock, E. H. Burgess, 
and W. K. Walker whose excellently prepared 
lectures contributed so much to the success 
of the seminar. 


THE AUSTRALASIAN INSTITUTE 
OF COST ACCOUNTANTS 


VICTORIA 


Recent Activities 


The series of three public lectures on the 
theme, “Trends in Management Participation 
for the Accountant” was completed in March, 
This was very successful both from the num- 
ber attending and from the high calibre of 
the lectures delivered. The three speakers 
have high reputations and they more than lived 
up to them. The programme _ comprised: 
“Education for Management Accounting” — 
Sir Alexander Fitzgerald, O.B.E., B.Com, 
F.A.S.A., F.C.A.A., First Gordon L. Wood 
Professor of Accounting, Melbourne Univer- 
sity; “Management Opportunities — a Direc- 
tor’s Point of View” — Mr. W. G. Walkley, 
F.C.LS.,  F.R.A.N.Z., F.N.Z.LA., managing 
director, Ampol Petroleum Ltd.; and “Ex- 
ecutive Opportunities and Compensation for 
Accountants” — Mr. John P. Young, B.A, 
Dip.Ed.(Sydney), F.A.1L.M., F.LS.M. 
A.B.P.’s.S., governing director, John P. Young 
& Associates Pty, Ltd. 





THE AUSTRALASIAN INSTITUTE OF COST ACCOUNTANTS 
VICTORIAN DIVISION 


FOURTH ANNUAL CONVENTION 


The fourth annual convention of the Vic- 
torian Division of the Institute will be held at 
the Australian Administrative Staff College, 
Mount Eliza, on Friday, Saturday and Sun- 
day, 12, 13 and 14 May. 

The theme of the Convention will be 
“Widening Horizons for the Management Ac- 
countant”. 

In recognition that profitability in this com- 
petitive era depends more and more on 
modern and imaginative treatment of costs, 
the integration of research and other new 
techniques into a business organisation will 
be covered by an experienced team of lec- 
turers. 

The costs associated with the introduction 
of a new product will be considered in rela- 
tion to each of the principal divisions of a 
business — engineering, supply and control, 
manufacturing, marketing and finance. The 
programme is as follows: 


FRIDAY 
Evening—Dinner and official opening by State 
president. Followed by an address by Mr. 
F. L. Fitzpatrick, director, Rocla Pipes Ltd., 
on “Widening Horizons for the Management 
Accountant”, 


SATURDAY 

Morning—‘“Operations Research as a Guide 
to Launching a New Product”, by Mr. 
W. A. Dick, partner, in charge of Ad 
ministrative Services Division, Messts, 
Fuller, King & Co., and “Effect of Design 
on the Ultimate Cost”, by Mr. W. J. 
Rawnsley, chassis engineer, General Motors 
Holdens Ltd. 

Afternoon—“Co-ordination of Supply and 
Production to Minimise Costs”, by Mr. 
E. R. Bomphrey, assistant general managerf, 
Olympic Tyre & Rubber Co. Ltd. and 
“Work Study as a Cost Reduction Factor, 
by Mr. G. D. Homan, director, Group 
Consultants Pty. Ltd. 

Evening—‘“Communications — Its importance 
in Human Relations”, by Mr. E. J. Kean, 
senior training officer, State Electricity 
Commission of Victoria. 


SUNDAY 
Morning—"Marketing Research can Reduce 
Distribution Costs”, by Mr. E. W. Batt, 
marketing administration manager, Mac 
Robertsons Pty. Ltd., and “What Should 
the Finance Cost”, by Mr. R. S. Clayton, 
partner, Messrs. J. B. Were & Son. 
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Coming Events 

As announced in the notice on this page the 
annual convention will be held at Mt. Eliza 
on the weekend commencing Friday, May 12. 
Members will recall that the convention was 
held in the second half of last year to avoid 
a clash with the A.P.A.C. Convention, and 
has now returned to its normal time. There 
is every indication from the calibre of the 
speakers and the subjects chosen that this 
will probably eclipse the successful conven- 
tions held in the past. 


QUEENSLAND 


Members’ Luncheon 

The title of the talk at the February mem- 
bers’ luncheon was “Punch and Counter 
Punch”. The speaker, Mr. J. Marshall, 
B.Com., A.A.S.A., Queensland manager of 
International Computers and Tabulators Aus- 
tralia Pty. Ltd., assessed some of the psycho- 
logical factors which affect office staff on the 
installation of automatic data processing 
equipment. He said that, perhaps suprisingly, 
the introduction of advanced scientific accoun- 
ting processes within an organisation often 
presented the management with a problem in 
the form of employee resistance. Mr. Marshall 
then described how such difficulties could be 
largely overcome. 


SOUTH AUSTRALIA 


February Activity 

The February activity arranged by the 
South Australian Divisional Council took the 
form of a lecture by Mr. K. D. Stewart. 
AAS.A., A.C.A.A., expense controller of 
Pope Products Ltd., on “The Control of Ad- 
ministration and Selling Costs”. In spite of 
the extremely hot weather, there was an 
excellent attendance of members. 


Personal 

Mr. F. R. Harris, F.C.A.A., State president 
of the Division, left Adelaide for a three 
months’ visit overseas on 23 February. While 
abroad, he will study the latest developments 
in passenger bus transport in the United 
States and England. 

Mr. M. J. O'Grady, A.C.A.A., a member 
of the South Australian Divisional Council 
has been appointed secretary/accountant of 
Australian Construction Industries Ltd. 





CORRECTION: It is regretted that an 
error occurred in the article “The Company 
— Return on Investment”, by G. W. Bottrill, 
A.AS.A., A.C.A.A., which appeared in the 
December, 1960, issue. The concluding para- 
graph at page 642 should read: “The place in 
the management team reserved for the ac- 
countant covers the very important field of 
financial management. He will earn his posi- 
tion if he can sell long range planning and 
Mvestment appraisal to his colleagues.” 
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NEW BOOKS 


Recent additions to the Society’s Central 
Library, Melbourne. Requests for books 
should be made through Divisional libraries. 


Accounting fundamentals, 4th ed. R. K. Yor- 
ston, E. B. Smyth and S. R. Brown. Sydney, 
Law Book Co., 1961. 583 pp. 


Accounting principles and control. L. L. Vance. 
New York, Holt Rinehart and Winston, 
1960. 681 pp. 

Auditing principles. W. B. Jencks. New York, 
McGraw-Hill, 1960. 526 pp. 

Australian banking, 4th ed. J. K. Gifford, J 
V. Wood and A. J. Reitsma. Brisbane, 
University of Queensland Press, 1960. 312 
pp. 

Business mergers and take-over bids, 2nd ed. 
R. W. Moon. London, Gee and Co., 1960. 
213 pp. 

The economic background to investment. H. 
B. Rose. Cambridge University Press, 1960. 
661 pp. 

Financial administration in local government 
A. H. Marshall. London, George Allen and 
Unwin, 1960. 392 pp. 

Management accounting: texts and cases, rev. 
ed. R. N. Anthony. Homewood, Ill., R. D. 
Irwin, 1960. 671 pp. 

Pension schemes. M. Pilch and V. Wood. 
London, Hutchinson, 1960. 222 pp. 

Principles of audit surveillance. H. Cardwell. 
Princeton, N. J., D. van Nostrand Co., 1960. 
465 pp. 

Probability and statistics for business decisions. 
R. Schlaifer. New York, McGraw-Hill, 
1959. 732 pp. 


—_—_ + 


TAXATION EXPERTS REQUIRED FOR 
AFRICA 

The Government of a stable and populous 

African country is seeking two accountants, 

with many years post-qualification experience 

in income tax work. Their duties would be 


to organize and maintain an_ investigation 
branch in the Inland Revenue Department, 
actually conducting enquiries themselves and 
also training selected, qualified local officers 
in the work. 

The engagements would be for two tours 
of duty of approximately 12 to 15 months 
each on contract, with the possibility of re- 
engagement for further tours. Salaries for the 
posts compare favourably with Australian 
standards. Free return passages for the 
selected officers and their families would be 
provided. 

Further information can be obtained from 
the Higher Appointments Officer, Common- 
wealth Employment Service, in the nearest 
capital city. 
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PROFESSIONAL NOTICES 


PUBLIC ACCOUNTANT, aged 31 years, 
seeks senior position in country practice. 
Experience includes four years as principal. 
Particular interests — rural accounting, taxa- 
tion and estate planning. Eventual partner- 
ship envisaged. Reply Box 744, c/- Aus- 
tralian Society of Accountants, 37 Queen 
Street, Melbourne. 


YOUNG QUALIFIED OR  NEAR- 
QUALIFIED ACCOUNTANT, with know- 
ledge of taxation work particularly, required 
for solicitor’s office in N.S.W. country town 
near Victorian border. This position offers 
excellent opportunity for development. Start- 
ing salary: £1,100. Reply in confidence to 
No. 740, c/- Australian Society of Accoun- 
tants, 37 Queen Street, Melbourne. 


OFFICE SPACE AVAILABLE — Mercan- 
tile broker desires to share modern city office 
in Melbourne with sole practitioner. Typing 
and other services available. Ring: FJ 5003 
or FJ 4945. 


PRACTITIONER, seven year’s experience 
in taxation and company work has two days 
a week available to assist other practitioner. 
Reply to Box 741, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


ACCOUNTANT 

Applications are invited by an Australia- 
wide meat exporting company for a qualified 
accountant of ability, and with a wide ex- 
perience to fill a vacancy in the organisation. 

Duties: (a) To control the whole of the 
accounting department, and ancillary func- 
tions. (b) To control all clerical staff, tech- 
nical and otherwise. (c) To organise, where 
necessary, and administer systems methods. 

Qualifications: Besides being professionally 
qualified, the successful appointee must have 
the ability, to take his place in top-manage- 
ment, and to inspire confidence and co- 
operation on an executive level. Tact, firm- 
ness of character and a wide experience in a 
similar capacity are desirable. 

Age: It is unlikely that applicants will have 
achieved the necessary judgment and ex- 
perience until the late thirties. 37-42 would 
be a suitable age group. 

Location: Initially Melbourne. Removal ex- 
penses of successful applicant will be paid. 

Salary: In the vicinity of £2,000/£2,500 
p.a., but a trial period may be required. 
Superannuation benefits will later be avail- 
able. Future prospects are excellent for a 
man capable of demonstrating his worth in 
the accounting and semi-managerial fields. 

Applications: Will be regarded in the stric- 
test confidence and no disclosure whatsoever 
need be feared. Write in fullest detail to No. 
724, c/- Australian Society of Accountants, 
5 Bligh Street, Sydney. 
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Rate per line 5/-; 
minimum per insertion 15/., 


ACCOUNTANTS 


Price Waterhouse & Co., chartered accoup. 
tants, have vacancies in their Sydney, Mel- 
bourne, Brisbane, Adelaide and Perth offices, 
which offer opportunities of rewarding and 
satisfying careers to men having the requisite 
technical knowledge and organizing ability for 
appointment to senior staff positions. 

Applicants should be qualified or near- 
qualified accountants with professional or 
business experience and the personal qualities 
which fit them to take responsibility and work 
with a minimum of supervision. The firm 
offers a wide range of specialist services to 
clients but appointments will be made to the 
audit staff in the first instance. 


Salaries are graded according to experience 
and ability. Membership of a contributory 
superannuation fund will be open after a 
qualifying period of service. 

Applications should be addressed to “Staff”, 
Price Waterhouse & Co., in any of the above 
cities. 


SMALL PRACTICE OR CLIENTS RE- 
QUIRED. Associate desires to purchase prac- 
tice or clients in Adelaide or suburbs. Reply 
No. 742, c/- Australian Society of Accoun- 
tants, 22 Grenfell Street, Adelaide. 


PARTNER — Sole practitioner invites ap- 
plications from young qualified accountants 
with public accountancy experience for patt- 
nership in small but well-established practice 
which is rapidly growing. Capital required 
for half share, approximately £1,000. Reply 
P.O. Box 756, Cairns, N. Queensland. 


ACCOUNTANT — Is there a young public 
accountant in Adelaide with a practice or the 
nucleus of a practice interested in sharing 
office accommodation and working in asso- 
ciation with an established member? Replies 
to No. 743, c/- Australian Society of Ac- 
countants, 22 Grenfell Street, Adelaide. 


SEARCHES, lodging and all other matters 
at Companies and Business Name Branches 
attended to. Company Services (Vic.) (John 
Lloyd, ex-Deputy Registrar General and As- 
sistant Registrar of Companies), 443 Little 
Collins Street, Melbourne. Tel. 67-3861. 


CALCULATOR. Griffiths 40-Hour Wages 
Calculator. Price 42/-. L.C. Publishing Co., 
G.P.O. Box 5045, Sydney. 


PRACTICE FOR SALE, north coast area, 
N.S.W., long-established, gross over £4, 
Good plant, etc. Sound district, good town 
with all amenities. Reply No. 745, ¢/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 
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SOPHOMORE (Ec.), 2nd stage student 
geks position, 9-12 months. Accounting firm 
preferred, others considered. Available May. 
Reply No. 746, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


COUNTRY PRACTICE or interest in 
partnership required by well qualified 39- 
year-old member with both public and com- 
mercial experience. Finance available. Post 
detail of any propositions to Box 747, c/- 
Australian Society of Accountants, 5 Bligh 


Street, Sydney. 


FOR SALE — Established Western Country 
practice. Gross fees £3,000 to £3,500 (plant 
approx. £1,000). Suitable young man com- 
mencing practice, or retired accountant. Cash 
or terms by arrangement, £3,000. Write to 
Accountant, Box 262, Wollongong. 





CAULFIELD TECHNICAL COLLEGE 
Dandenong Road, Caulfield East, S.E.5. 


MECHANIZED 
ACCOUNTING 


Second Course 
Commencing 3ist May 1961 


Owing to the large number of applications 
for enrolment in the post-diploma course 
in Mechanized Accounting, it has been 
decided to repeat this course, beginning 
in second term. 


Time Table 
(a) mated Card Systems— 2nd term 
1. 

(b) Accounting Machine Applications — 
3rd term 1961. 

() Application of Computers — Ist term 
1962. 

Fee £12/0/0 


Further Particulars: Tel. 211-7441. 














LISTEN 


to the NEW 
PYROX Magictape Recorder 


Everything sounds superb on the new Pyrox 
Magictape recorder... everything ‘‘plays back’’ 
just the way you recorded ‘it. See the new 3 
speed 2 speaker Magictape at your favourite 
music or radio store today . .. you'll be sur- 
prised that so much quality, so much enjoyment, 
could cost so ittle. 


Check these NEW 

Magictape features 

@ 3 speeds — 1j”, 32”, 
7)” per sec.—gives 
up to 4 hours play- 
ing time per tape. 

@ Twin speakers—for 
balanced tone. 

@ Quick reading re- 
cording position in- 
dicator. 

@ Fast rewind, fast 
forward. 

@ Separate Bass and 
Treble tone con- 
trols. 


PYROX LTD. 


14-36 Queensberry St., Melbourne. FJ 9121 
47-51 Parramatta Rd., Concord, Sydney. UL 0261 
PL 35 








Agents throughout Commonwealth and New 
Zealand. Also in London and New York. 


Cable & Telegraphic Address: 
“JEFFSTOCK”, MELB. 


Eric R. Jeffery & Son 


Members of the Stock Exchange of Melbourne 
STOCK EXCHANGE BUILDINGS 


422-426 Little Collins Street, Melbourne C1 


Telephones: 67-9171 














PUNCHED CARD SERVICES 


REGISTERED IN VICTORIA 


Specialise in Punching and Verifying 
80 Column I.C.T. Cards 


FRM QUOTATIONS 
SELECTED STAFF 
VAN TRANSPORT 


S. JUZWIN 
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SUPERVISION BY :- 


J. E. WINDEBANK 


REGISTERED OFFICE :- 
27 BROGIL ROAD 
NORTH WARRANDYTE, VIC., 





One interesting item from the large OZAPAPER Range. 


Cut Your Copying Costs With..... 





r®@ THE MOST ECONOMICAL 
‘Bchedtade dat. | DOCUMENT COPYING SYSTEM 











ee these nc ee ae oS os 


2 
Intercop F3 Developer Unit [ 3 mteerco Pp 


14” working width. This unit can be 
used in conjunction with any suitable 
light source. 











Uses one paper for positive and negative. 
Negative produces unlimited positives. 
Negatives are readable and permanent. 


Copies single or double sided transparent, 
translucent or opaque originals. 


Intercop BC3 Combined Flat Bed Printer Copies everything, ballpoint, pencil, etc., 
and Developing Unit é' regardless of colour. 

This automatic unit is operated with 

one-hand-control, working in conjunc- Hes wide exposure tolerance — redeiing 


tion with a photocell (selenium-cell). 
waste. 


Operates in normal daylight. 
Gives high contrast BLACK on WHITE. 


Offers many other advantages. 


PRICE 
Intercop MR3/MR4 Compare QUALITY 


Combined Printer/Developing Unit 
With automatic timing and having V FE R SA Tl L | TY 
capacity for sheets 19” x 13”, this 


machine is especially suitable for direct 
copying from books or magazines. 


OZAPAPER LIMITED 


NATIONAL LEADERS IN THE REPRODUCTION INDUSTRY 


EDWARD & MOLLER STREETS, 375 LONSDALE STREET, 89 RAILWAY PARADE, 233 WAYMOUTH_ STREEl 
EAST OAKLEIGH, MELBOURNE, C.1, MARRICKVILLE, ADELAIDE, 
VICTORIA VICTORIA N.S.W. S.A. 

569-0554 67-5744, 67-5745 LA 6178-9, LA 4848 LA 6209, 1A 2251 


Agents at — BRISBANE — PERTH — HOBART — LAUNCESTON — DEVONPORT — NEWCASTIE 
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MONEY 
TIME 
SPACE @ 


Streamline office systems with the 


ECORDBK ic: 
Microfilmer 
Time-consuming copying procedures eliminated. All 


documents, letters, cheques, etc., photographically and 
accurately recorded at a fraction of a penny a copy. 





F 


EASY TO USE ‘ TWO FILMS 
i Le “ AT ONCE 
wide of any length, are . ' ae With the Recordak 
fed in face up and j : -<* . Portable, you can ex 
retuned in the same f = pose, simultaneously 
kequence. 2,500 letters, ‘. . : é two rolls of film — 
it a rate of 46 per » ‘ one for immediate use, 
minute, can be micro- Seas : Ee cy : and a duplicate for 
fimed on a single roll won d . ve Fi Bisa gs iS ie auditing purposes or 
f film. > 2) & we © security. Each reel is 
= 100 feet long. 


ee 


RECOFRDFK PORTABLE MICROFILMER 


COMPLETELY E i REMOVABLE 

PORTABLE ; £ ee i FILM UNITS 
ghs only 24 Ibs. — te ae i Film units are light 
es than the office e ee ” ie in weight and easily 
Measures: y * : : eee removable Separate 
6" x 153” x 123”. Fits ( i 4 Se departments can have 
compactly into a handy im >. = their own units, so that 
co heme case. r m j § s . ; © “one-subject” records 
tay to take to any : Ps = “= = can be kept separate 
tepartment where (Bee 9 y ae re + even though micro- 
records are to be micro- we \f ‘ ae = filming is intermittent. 
me ooag time and . ee 5 2 ‘ 3, ; When the film unit is 
isk Of loss in movin . eee removed from the 
records from thets Side Portable, a lens cover 
dcation. automatically protects 
the film from exposure. 


The moderate cost Recordak has proved itself invaluable 
to both large and small organisations. 
Specifications: Sizes: 63” deep, 123” wide, 153” long. e Weight: 24 Ibs. ¢ Reduction Ratio: 20 to 1. 
¢ Warning alarm sounds when film is down to the last three feet. Also sounds if film unit not positioned 
Properly. © Adjustable document receiving tray. e Film-in-motion indicator. ¢ Film footage indicator. 


® Spacing button for separation between jobs and for indexing. ¢ Signal light assures exposure lamps 
afe on. Even illumination of documents by bank of 16 lamps. 


For further information and demonstration, contact: 
Kodak (Australasia) Ply. Ltd. 
BUSINESS PHOTO SYSTEMS DIVISION 


x Branches in all states. ‘nite 


“ASTLE 
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The Perfect Machine for 
Every Office—Large or Small. 





CHEQUE 
SIGNER 
and 
DATER 


Brings new security 
to business everywhere 


Note these features— 


AUTOMATIC OPERATION @ _ THREE-LOCK 
CONTROL @ OVERLOAD SAFETY LOCK @ 
INDELIBLE INK @ NON-RESETTABLE METER @ 
ROTATING DATE WHEELS ® SNAP-IN SIGNATURE 
PLATE @ CHEQUE-REGISTER CONTROL BOOK 


AGENTS IN ALL STATES 


ay a 


143 FRANKLIN ST., MELBOURNE, C.1. 
Phone: 34-5658, 34-5697 


é  —— > 


ee 


gr 


in position, slight p 
operator’s hand causes sensi 
to actuate machine. 





We shall be pleased to demonstrate 
of the “Sign-O-Meter”, 
machine from what is 


as well 


range of Manual and Automatic C 
Machines. 





Friden 


Fully automatic 
calculator 


NEW Friden model SBT has touch-one- 
key simplicity you'll be amazed to 


see. Automatic chain multiplier, 
accumulator of individual extensions, 
exclusive fully automatic multiplica- 
tion. 

Friden’s “brighter” calculators save 
manual and decision steps in any 
figure work problem. Friden has the 
system —Friden at Data Control. 


DATA CONTROL 
(R. J. Jelbart) 


Head office: 185 King Street, Melbourne. MU 7329; Sydney: XB 5807; Adelaide: M 8600 
Canberra: 7-8784; Hobart: 2-2688; Brisbane: 69-3219; Perth: 21-4069. 
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